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Use the Best Pressure Regulators You Can Get 
that Means BARBER 


A really good gas pressure regulator must provide many years of un- 
faltering service. Dependable operation is essential. Correct design, prop- 
er materials, and accurate workmanship must go into any regulator which 
does that kind of a job. For many years Barber Regulators have been rated 
among the finest available. They are not to be confused with ordinary 
commercial quality products—but are strictly high grade precision devices. 
Many thousands of them are in satisfactory daily service. They are better- 
built for reliable service, and responsive to 3/10 pressure drop. Rugged 
bodies, brass operating parts, phosphor bronze springs, and non-deteriorat- 
ing diaphragms properly processed for domestic delivery pressures (for 
low pressure on LP gas, diaphragms are of Vulcan Proofing). The name 
Barber on any Regulator you sell or recommend is a substantial guarantee 
of satisfaction to your customer, backed by a responsible maker with a 
30-year record of performance. 


Attractive folders on this 
Regulator will be fur- 
nished free, at your re- 
quest, for distribution to 
your trade. Write for 
catalog and price list on 
Barber Burner Units for 
Gas Appliances, Conver- 
sion Burners for Furnaces 
and Boilers, and Regu- 
lators. 


Certified by A. 
G. A. Test- 
ing Laboratory. 
Sizes V4” up. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohi 


BARBER -acssuns REGULATORS 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliance 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Editor « E.ttswortn NICHOLS bd 
anaging Editor * Francis X. WELCH 
Associate Editors * New H. Durry 


Dona_p E. RosBinson 
FRANKLIN J. Toney, Jr. 


eee Utuli tie 


ssistant Editors * M. C. McCartnuy 


e M. L. WILLiaMs FORTNIGHTLY 


“ “ 


Henry C. Spurr 
Editorial Consultant VotuME XLV JANUARY 5, 1950 Numser 1 
“ “ 








ARTICLES 


The Washington Outlook for Public 
Utilities — 1950 Francis X. Welch 


Is the FPC Encroaching on Local Gas 
INOS Ssicsccip seine scanepocsteceieskainacamcen Henry F. Lippitt II 


How Atomic Power May Affect Electric Power 
Systems W ard F. Davidson 


FEATURE SECTIONS 





Financial News and Comment 
What Others Think 
The March of Events 


Progress of Regulation 


PusLic Uruiries FortnicutLty.. Public Utilities Reports (Selected Preprints of Cases) 
tands for Federal and state regu- 
ation of both privately owned and 

tated utilities and publicly owned 


nd operated utilities, on a fair and H i 7 
fe Kg OFA Ed Pages with the Editors... 6 ® Remarkable Remarks .... 12 


Utilities Almanack 1 @ Frontispiece 


Industrial Progress 21 © Index to Advertisers .... 36 





su d by subscription and 

dvertising revenue; it is not the 
outhpiece of any group or faction; Pus.ic Utiuities Reports, INc., PUBLISHERS 
t is not under the editorial supervi- 
_ nor does it bear the endorse- Publication Office CaNbLerR BLpG., BaLTIMoRE 2, Mp. 
7 The editors do not aseume re, E ive, Editorial, and Advertising Offices..MUNSEY BLDG., WASHINGTON 4, D. C. 
ponsibility for the opinions expre Entered as second-class matter April 29, 1915, under the Act of March 3, 

its contributors. 1879, at the Post Office at Baltmore, Md., Dec. 31, 1936. Copyrighted, 

1950, by Public Utilities Reports, Inc. Printed in U. S. A. 
$1.00 a Copy 


26 Issues @ Year Address all communications concerning the FORTNIGHTLY to the 
anual Subscription Price $15.00 publishers at Munsey Building, Washington 4, D.C. 
3 JAN. 5, 1950 








Public Utilities Fortnightly January 5, 19 





FOR SAFETY'S SAKE 
USE “SL” INTERRUPTER SWITCHES 


The Delta-Star “SL” Inter- 
rupter Switch is a thoroughly 
tested and proved devise which 
serves the dual purpose of in- 
terrupter and disconnecting 
switch. Opening under load is 
accomplished without danger 


to operator or equipment. 


There are numerous applications in system op 
eration for disconnecting switches capable 
safely opening high-voltage currents under mod 

Indoor Type "SL" Interrupter and transfer crate load. Among these applications are (I 

selector switch 5000 volt 400-amp, contin- disconnecting of individual transformers fron 

vous, 400-amp interrupting capacity. primary feeders (2) sectionalizing loop circuit: 
(3) isolating capacitors (4) interrupting excit 
current of voltage regulators (5) for fault pro 
rrent path tection when used with power fuses. 

— Load interruption is accomplished by mean 
of a quick-break blade action as shown in 
figures | to 4. This action fapidly elongates and 

Spring Actuated draws the arc toward the base of, and within 

Reoceng a confining chute. The lining of this chute whe 

heated generates gases favorable to arc ex 

tinction. 

The “SL” Interrupter Switch can be suppliei 
in single-pole, two-pole and three-pole units fe 
100k-stick or remote control. It is also availab 
= cay eqn tstany WD : ea as a complete unit for mounting directly 1 
ED cand cerca ae et transformers. Metal enclosures are optional 

parent Sree postin acs Available in voltage ratings 5, 7.5 and 15 ky 
drawn inside chute. at interrupter ratings of 400, 200 and 1 
amperes respectively. Continuous ratings cat 
be in excess of interrupter ratings because mait 
disconnect is independent of interrupter unit 


SEQUENCE OF OPERATION 


nh partly oper. C 
blade closed. Current path » re summary blade (C) a 

oa blade (A) and 8) 

thru contact. switch ing diade 


munge 





quenched 


ASK FOR OUR PUBLICATION 4612 





y COMPLETE LISTING AND DESCRIPTIO 


DET i i ELECTRIC» 
DELTA-STAR cori 
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—- BILL COMPUTATION 
> Automatically... 


~' the IBM ELECTRONIC CALCULATING PUNCH 


Computation of utility bills is greatly speeded by the IBM Electronic Calcu- 
lating Punch, a highly flexible machine which performs the following 
operations automatically: 


Calculates total consumption 
Determines consumption. for combined meters and meter 


changes. 


2 Applies meter constants. Extends bill amounts in accord- 
ance with rate schedule blocks. 


and 5 dial meters. 


Considers meter turns for 3, 4, ; 
: Computes fuel adjustment amounts. 


Determines total bill amount by 
adding consumption charge to fuel 
adjustment amount. 


Calculates prorated bill amount if 
period is irregular. 


Determines whether minimum 
charge applies. 


Punches consumption, fuel adjust- 
ment, and bill amount into billing 
cards. 


This Electronic machine performs the computation for all bills, including that 
for irregular bills, at a uniform speed of 100 cards a minute. 

Our descriptive booklet, “Customer Accounting For Electric, Gas, and Water 
Utilities” is available upon request. 
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ORACE WALPOLE, in one of his 
famous letters, had a cynical ob- 
servation to make about prophets. 
“Prognostics,” he said, “do not always 
prove prophecies; at least, the wisest 
prophets make sure of the event first.” 
But it is in the very nature of year-end 
prophecies, which are so common at this 
particular time, to base the forecast upon 
moving causes which already are dis- 
cernible. It is the old story of the com- 
ing event casting its shadow before it. 


AND it is probably for the same reason 
that our managing editor, Francis X. 
WELCH, is able to show, once again, a 
fairly good record of “hits” as dis- 
tinguished from “misses,” in reviewing 
the forecast he made for the year 1949 in 
this magazine one year ago. As the re- 
view page in the opening article in this 
issue will show, Mr. WELCH managed to 
come through with an average accuracy 
of about 80 per cent. This is at least a 
passing average; and it should keep his 
card in the Prophets Union in good 
standing for another 12-month period. 


By the same token, this pretty fair 
record for 1949 should add a little zest 
to the ten predictions for 1950 which 
appear in the opening article of this is- 
sue. We note, however, that the author 
has refrained from giving us any clew 
as to the outcome of the congressional 
elections next fall. We can imagine, 
after what happened to the greater part 
of the tribe of political prognosticators 
on that fateful day of November 2, 1948, 
that there will be more than a little skit- 
tishness about projecting the results of 
the forthcoming congressional elections. 


A” it certainly should not come as any 
surprise that the first of these fore- 
casts for 1950 predicts something in the 
nature of a minor revolt in Congress on 
the subject of taxes. With President Tru- 
man insisting that they go up and with 
the vast majority of letters to the Con- 
gressmen insisting that they go down— 
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WARD F. DAVIDSON 


our Representatives and Senators must 
feel, at times, as if they were caught be- 
tween a couple of grindstones. Our 
house prophet predicts that out of this 
conflict will come a stalemate, which 
strikes us as a pretty safe forecast, ex- 
cept that stalemate may be too polite a 
word to use for the results, after the col- 
lision takes place in Congress. 


ANOTHER fairly safe forecast is that 
the Federal Power Commission will en- 
counter local resistance over the question 
of expanding its jurisdiction under the 
Natural Gas Act. This hardy perennial 
has been with us ever since the Natural 
Gas Act was written on the statute books. 
And it shows no signs of any early de- 
parture, judging by the way the state 
utility commissioners and the producers 
and gatherers of gas continually protest 
and adopt resolutions against so-called 
“encroachment” by the Federal Power 
Commission. Oddly enough, even the 
FPC during the last couple of years has 
developed a somewhat split personality 
with reference to this problem—an 
internal conflict which may be resolved 
during the year ahead. At least, that is 
another one cf the 1950 predictions by 
Mr. WELCH. 
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This is strictly 
your problem ... but this needn’t be! 





® You wouldn’t call on a bank to engineer a new power sys- 
tem. But if you have a new fiscal program to “engineer” — or any 
financial problem to solve—that’s a different story. 


One entire department of the Irving Trust Company, for in- 
stance, specializes exclusively in public utilities. Here you can 
discuss your business with understanding men who combine 
financial “know-how” with an intimate working knowledge of 
the industry itself. 


If you would like to know more about our Public Utility 
Department, why not give us the opportunity to tell you? 


Tom P. Watker—Vice President in charge 


IRVING GRuUsT 


ONE WALL STREET NEW YORK 15, N.Y. 
Capital Funds over $117,000,000 Total. Resources over $1,100,000,000 


Wittram N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 











PAGES WITH THE EDITORS (Continued) 


NOTHER featured article in this issue 
gives us a careful background 
analysis of events which led up to this 
conflict over local gas control. It is an 
article by Henry F. Lippitt, II, of the 
New York city bar (beginning page 13) 
which likewise projects the consequences, 
with reference to local gas regulation, if 
the jurisdictional aspirations of the FPC 
are fully realized. It is plainly no mere 
problem of legalistic quibbling or juris- 
dictional pitter-pat. According to Mr. 
Lippitt the projected lines of FPC con- 
cepts portend eventual domination of vir- 
tually every phase of the natural gas in- 
dustry from the wellhead to the burner 
tip—congressional restrictions notwith- 
standing. 


Born in California, Mr. Lippitt is 
a graduate of the Massachusetts Insti- 
tute of Technology (’36) and Harvard 
Law School (’42). During the war he 
served with the power division of the old 
War Production Board and later as a 
naval officer with the Army-Navy Mu- 
nitions Board. After a short period of 
practice with a Los Angeles law firm, 
Mr. Lippitt took up his present spe- 
cialty of utility practice in New York 
city. 

*” * * * 


_—- big question mark in the 
utility field which looms very large 
in the months ahead, is the effect which 
atomic power may have on electric power 
systems. Ever since the historic devasta- 
tion of Hiroshima in 1945, forward- 
looking minds in the electric utility in- 
dustry, and other utility industries as 
well, have been probing and delving into 
the possibility of applying nuclear fission 
to the production of a public electric 
power supply. We have heard various 
estimates—ranging from one to three 
decades from the date of the first atomic 
bomb explosion—as to when a practical 
atomic power-generating plant might be 
brought into successful operation. No- 
body seems to question the fact that such 
a result will eventually materialize. The 
main difference of opinion seems to be 
over the time factor. 

In this issue we present an article 
which deals with other factors as well. 


JAN. 5, 1950 


HENRY F. LIPPITT II 


The economics, the engineering, and the 
operating problems of harnessing the 
atom to the electric generator. In his 
article (beginning page 26) Warp F. 
Davipson, research engineer of Consoli- 
dated Edison Company of New York, 
Inc., undertakes to give us some tentative 
answers to these difficult questions. 


TuHIs author was born in Common- 
wealth, Wisconsin, in 1890 and gradu- 
ated from the University of Michigan 
(BS, 713; MS, ’20). He joined West- 
inghouse Electric & Manufacturing 
Company as a student engineer in 1914, 
and served with the United States Army 
in World War I as an engineer with the 
AEF. After some service with the 
faculty of his alma mater, he became 
director of research for the Brooklyn 
Edison Company and the Consolidated 
Edison Company of New York. Davip- 
SON has been very active in the scientific 
and industrial councils of electric re- 
search. Since 1927 he has also been 
active on various electric engineering 
committees of the National Research 
Council. 


THE next number of this magazine 
will be out January 19th. 


~ Soa 
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HOW CLOSE 
TO THE RING 
CAN YOU GET? 


++. When it comes to your business, you can 





be right smack in the center — with Remington — 
Rand punched-card accounting! 


You'll see every business fact from every 
business angle. Every fact machine-tabulated 
.-. accurately . . . while it’s live and timely... 
and at lower cost than any other method. 


1 the - ee a In public utility accounting, for example, 
the the same cards that give you the records pre- 
. his 5 Se scribed by state and regulatory bodies can be 
D F. , i used to prepare current functional reports— 
soli- p 3 Labor, Materials, Transportation, Accounts 
‘ork, ; . ; Payable, Journal Entries —all automatically. 
ative ' il Caay It adds up to this: you can keep right on top 
of your operations and make more profitable 
; =. ; management decisions—because you have the 
non- i |, a. eo facts almost as soon as they happen. 
adu- Bs .% —s Our new folder, “Atomic-Age Accounting,” 
gan ie | : my 4 [- shows how punched cards produce results 
Vest- ‘ am like these, and save you money! For your copy, 
ce imply fill out and send us the coupon below 
914, . simply fill ou pon below. 
\rmy . > 
h the ee SEND FOR THIS FOLDER / fey 
the Brings punched-card accounting ; - 
caine into focus for the businessman, / 
klyn A quick, simplified picture- 
lated story of what punched cards 
AVID- can do for you. 
tific 
> re- 
been 
ering ¢ i ’ Yes, send me “‘Atomic-Age 
-arch m 4 Accounting.” No obligation, of course. 








azine 














Sad MAIL TO: Accounting-Tabulating, Dept. MCT-9, Management Controls 


Division, Remington Rand Inc., 315 Fourth Avenue, New York 10, N.Y. 
PUNCHED-CARD ACCOUNTING MACHINES Rntions = — 
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oming IN THE NEXT ISSUE 


* 


HOW TO GET THE SMALL INVESTOR INTERESTED 


The rich man's burden—high taxes—has created the poor man's 
opportunity. The greater dividends now available from well- 
established stocks are becoming more attractive to those of 
modest means who can count their blessings and keep them 
within the framework of the income tax brackets. Larston D. Far- 
rar explores the possibility of utility companies using this new 
mass market for raising equity capital. It will require new promo- 
tional techniques. 


IS TEXAS RUNNING DRY? 


Man's oldest and most vital utility service—water supply—is in 
danger of serious impairment in the nation's largest state, as a 
result of heavy withdrawals, increasing population, and industrial 
usage. Here is a frank appraisal of the Texas water problem, and 
proposed solution for it by Ernest R. Abrams, New York city 
business writer. 


HOW ELECTRICITY CAME TO 100,000 FARM CUSTOMERS 
How one electric power company celebrated the connection of 
its 100,000th farm customer in the state of Michigan. H. J. 
Gallagher, general farm service supervisor of the Consumers 
Power Company, gives us the development story of the ".1tion's 
most patronized electric utility company, from the star:dpoint 
of farm service customers. 


A COURSE FOR ELECTRIC UTILITY WORKERS 

Has the electric utility industry grown so swiftly that large blocs 
of its employees have become locked off into watertight de- 
partments, without comprehension or understanding of what the 
others do, or of the over-all function of the business? Here is a 
review of a new course designed to be a common denominator 
for leveling these barriers, so as to give employees a balanced 
picture through a process that is enjoyable as well as informative. 
Arnold Haines, Washington business writer, reviews a recent 
special course, ‘Simplified Electricity,"' formulated for utility 
workers by a veteran New York state power industry man, P. R. 
Rutledge, and finds new features worthy of industry-wide atten- 
tion. 


* 


A Is O .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Blyth Distribution 


Nationwide, coast to coast distribution facilities 
have enabled Blyth & Co., Inc. over the years to 
play an outstanding part in effecting nationwide, 
coast to coast ownership of public utility securi- 


ties in this country. 


As an Underwriter of and a Dealer in public 
utility bonds, preferred stocks and common 


stocks, we offer our facilities. 


Blyth & Co., Inc. 


New YorK @ SAN FRANCISCO @® CHICAGO © Los ANGELES ® SEATTLE ® PORTLAND 


Boston ©@ SPRINGFIELD ® PHILADELPHIA ® PITTSBURGH ® CLEVELAND ® INDIANAPOLIS 
LouisvILLE ©® Detroir @ MINNEAPOLIS @® Houston @ Datitas © SPOKANE 


OAKLAND @ EurEKA ® SACRAMENTO @ FRESNO ®@ SAN JOSE ® PASADENA ® SAN DIEGO 
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“There never was in the world two opinions alike.” 


—MONTAIGNE 





GLEN R. BEDENKAPP 
Member, New York Public 
Service Commission. 


FREDERICK C, OTHMAN 
Columnist. 


Excerpt from the Monthly Letter, 
published by National City Bank 
of New York. 


Crawrorp H, GREENEWALT 
President, du Pont de Nemours 
Company. 


Everett E, HAGeN 
Professor of economics, 
University of Illinois. 


E, W. PALMER 
Vice president, National 
Association of Manufacturers. 
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“(If the public service commission increases rates] so 
as to guarantee a fair return to the utilities, it must also 
increase rates to cover Federal and other additional taxes 
which result from increased income.” 


5 


“What makes me a bitter man is the fact that I have 
to sit up late at night, working to pay my income tax, 
and Uncle Hard Heart nicks me 20 per cent on the 
electric light bulb that makes this possible.” 


a 


“Good profits not only created an incentive for new 
investments, but they have provided a large share of the 
money needed. By making possible the great outpouring 
of finished goods, they have already solved the problem 
of shortages in many lines.” 


> 


“We have made our progress only because we have 
been willing, individually and collectively, to invest more 
and more money in providing these tools of production. 
Since 1924 the investment in American industry has nearly 
doubled. But back of that willingness to save and invest, 
to risk these savings in industrial ventures, is the hope of 
profits.” 


¥ 


“The increase in Federal expenditures, continued 
strength in the residential construction market, and the 
great need for roads, schools, and the expansion of all 
kinds of public and private utilities to care for the ex- 
panded urban population, together insure more than suffi- 
cient demand to offset any softening elsewhere in the 
economy.” 


aa 


“Without throwing any rocks at any particular heads 
in our political leadership and without attempting to slam 
any doors in any other peoples’ face, now is the time to 
fight Socialism in Washington. And such a fight cannot 
be waged by a small group of determined Americans con- 
vinced of the dangers already lurking in the corridors of 
public buildings in that fair city. It must be the concen- 
trated, continuous, and consecrated effort of every moth- 
er’s son of us—Americans all—with the one purpose of 
preventing the encroachment of this ‘creeping collectiv- 
ism,’” 


12 
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rom start... 


T KAISER ALUMINUM’S Newark, Ohio plant, the produc- 

ion of high quality Kaiser Aluminum conductor starts in 

he remelt department. Here high purity pig from its own 
eduction plants is remelted and cast into 99.5% purity in- 
ots 6” square and 12’ long. These pass through a series of 
utomatic break-down and finishing mills to become r 
ady for wire drawing. 


Controlled 


As important as the high quality of Kaiser Alu- 
minum Conductor is the consistently depend- 
able deliveries assured by Kaiser Aluminum’s 
centrally located Newark, Ohio plant. 


Early delivery schedules of all sizes of ACSR 


Kaiser 


to finish... 


ROD IS DRAWN into wire on the most modegn equipment in 
the electrical conductor industry. High —_ cable strand- 

ers, manned by skilled personnel, p d con- 
ductor, which has been tested at every = by modern 
methods and equipment. Result of this completely inte- 
grated production control is pictured above — aluminum con- 
ductor of unsurpassed quality! 





for quality! 


and all-aluminum conductor are now open. For 
immediate information, contact any sales office 
listed below. 

Kaiser Aluminum Conductor is produced by 
Kaiser Aluminum & Chemical Corporation. 


CONDUCTOR 


Sold by KAISER ALUMINUM & CHEMICAL SALES, INC., KAISER BLDG., CARLAMD 12, CALIF... . Offices in: 


tlanta Boston Chicago Cincinnati Cleveland Dallas Denver Detroit H 


Kansas City Los Angeles 





Milwaukee Minneapolis New York Oakland Philadelphia Portland, Ore. adiennee, 32. Y. Seattle Spokane St. Louis 
ichita * Also available through General Electric Supply Corp., Westinghouse Electric Supply Co., and Line Material Co 





REMARKABLE REMARKS—( Continued) 


Bernarp M. Barucu 
Presidential adviser. 


JoHN ADIKES 
President, Savings Bank Associa- 
tion of the State of New York. 


Henry M. WrisTon 
President, Brown University. 


Harry E. HumMpuHreys, Jr. 
President, United States Rubber 
Company. 


E. T. Leecu 
Late editor, The Pittsburgh 
Press. 


Lupwic Yon Mises 
Economist. 


Grorce S. BENSON 
President, Harding College. 
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“It is unfortunate that the general public does not ap- 
preciate the immense importance of having effective plans 
for the mobilization of our industrial, human, and spiritual 
resources. . . . Modern wars are won not by the biggest 
battalions but by the biggest factories.” 


> 


“I’m confident no candidate could be elected on a 
socialist ticket today. But a ‘welfare state’—that sounds 
fine. People do not understand there is no difference be- 
tween a socialist state and a welfare state. They are told 
what the government will give and we all know it’s 
human nature to like something for nothing.” 


> 


“The businessman who insists that profits are the 
primary objective is as effectively hostile to democracy 
as the Russians, The primary objective is to supply a 
human need; profits are an incentive to supply it, but to 
confuse purpose with incentive is folly. Business cannot 
exist without profits but profits should be justified by 
performance.” 


> 


“[The eleventh hour] is here for business to speak for 
itself. The men who run American business must devote 
as much if not more time to the public relations of their 
business as they spend on finance, production, and dis- 
tribution. Unless they do, they will not need to worry 
about the latter problems. Government will be glad to 
handle them all.” 


* 


“In many ways John L. Lewis is changing America’s 
economic life. The strange thing about it is that he is the 
nation’s most ruthless and unfettered rugged individualist. 
Yet his whole course is heading toward state control over 
unions, business, and labor relations. Government cannot 
indefinitely tolerate any power bigger than itself. Other- 
wise it ceases to be sovereign.” 


> 


“Where there is no free market economy, the best-in- 
tentioned provisions of constitutions and laws remain a 
dead letter. When the government interferes it chips away 
the individual’s freedom of action. That explains why, 
for instance, under the present British socialist law, if an 
unemployed person does not take the job offered to him 
by the government, he is subject to a jail sentence.” 


* 


“Capital is not the enemy of the workingman, but his 
best friend, Able industrial leaders are not a burden on 
labor, but its great benefactors. . . . In this crucial period, 
more dangerous than many yet realize, it is the duty of 
every informed American citizen to do his part to in- 
struct the present generation in the comparative achieve- 
ments of our competitive private enterprise system.” 
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How many are having increases? 


T’S mighty important to know how many 
of your consumers’ bills are showing 
arked increases ... 


. and you want to know how many in each 
assification are showing decreases. 


‘© help you classify such information, we have 
veloped the Bill Frequency Analyzer. With 
, we can analyze your bills in % the usual 

e...and at approximately 1% the cost of 
ving the work done in your offices by your 
m personnel. 


is specially designed electro-mechanical 
uipment is capable of analyzing as many as 
0,000 bills each day. The cost to you is 
tt a tiny fraction of a cent per item. 


Would you like this? 


A free booklet, “The One Step Method of Bill 
Analysis,” tells more about this accurate and 
economical method of compiling consumers’ 
usage data. Send for it now. 


eae 


This Bill Frequency Analyzer—developed especially 
for utility usage data—automatically classifies and 
adds in 300 registers in one step. 


RE ORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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Whe 
Analysts 
Journal 





for every well-informed 
Public Utility Ereeutive 





Published quarterly, this profes- 
sional journal concerns itself 
with the important financial 
problems confronting our major 
industries. Your organization 
should have it available 
for ready reference 


Subscription Price — $4 per Year 


Published by 
The NEW YORK SOCIETY OF SECURITY ANALYSTS, Inc. 
25 Broad Street, New York 4, N. Y. 
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EXIDE-MANCHEX PLATES 


are DIFFERENT 









Wi REG Ne tif 


wa <a “ “A MG 
As = — 6h Pat 
= The famous and exclusive positive plate is the result 
of 62 years of battery-building experience. During that 
time wevhave learned much about the design and con- 
WG struction of.every type of battery for every application. 
’ ety Development work never ceases in improving the per- 
# ‘ formance 6f'Exide Batteries. Our research staff is the 





largest in the industry. Engineers, chemists, metal- 
lurgists, physicists, technicians and their aides, 
equipped with all the necessary tools and devices, are 
constantly building and testing various types and 
kinds of plates and assemblies. 


We have yet to find a positive plate with all the desir- 
able characteristics of the Exide-Manchex for use in 
switchgear and other central and sub-station services. 
Further proof of its superiority is supplied by long 
service records in thousands of installations. 


For maximum dependability, long life 
and low cost maintenance, use Exide- 
Manchex Batteries for all stationary 
applications. They provide up to 
100% more capacity in the same 
given space. 


THE ELECTRIC STORAGE BATTERY CoO. 
Philadelphia 32 


Exide Batteries of Canada, Limited, Toronto 
1888—DEPENDABLE BATTERIES FOR 62 YEARS—1950 


“Exide-Manchex” Reg. Trade-mark U. S. Pat. Of. 
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PUBLIC UTILITY 
PRINTING SPECIALISTS  jecony 


Pandick Press has worked closely with utility companies ceca 

for more than a quarter of a century. Our printing 

services to this industry range from highly technical PROSPECTUSES 

legal documents to beautifully illustrated descriptive . 

brochures. ANNUAL REPORTS 
Whatever the nature of your printing requirements, ° 

we believe you will like the assurance of accuracy and INDENTURES 


highest quality that “Service by Pandick” brings you. . 


y’ ) , Pre 22 THAMES ST., NEW YORK 6 
andick SS, Ire. 71 CLINTON ST., NEWARK, N.J. 


Established 1923 


A QUARTER CENTURY OF SERVICE 

















1 to 30,000 


Distribution of operating company equities to owners of 
utility holding company stocks creates many new prob- 
lems. Instead of a single common stockholder the 
operating company finds itself with many thousands, 
necessitating additional personnel to handle dividends, 
reports and proxies for regular or special meetings. 


Many of these problems can become routine 
with the help of our experienced organization. 


W hy not write today for a copy of our leaflet 
“W hat we do—How we do it.” 


GEORGESON & CO. 


Specialists in Stockholder Relations 
52 Wall Street, New York 5, N. Y. 
Telephone HAnover 2-1470 


Boston - Philadelphia - Chicago - Los Angeles - San Francisco 








Representatives in all Principal Cities 
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The New International TD-24 


Now it’s available—the new Interna- 
tional TD-24—America’s most powerful 
and versatile crawler tractor. Only the 
new TD-24 gives you 180 engine horse- 
power at the flywheel and 140 horse- 
power at the drawbar—more engine horse- 
power and more drawbar horsepower 
than any crawler tractor available today. 

This is the tractor that can cut your 
costs in coal stock piling. Job proved 
-by more than 300,000 hours of opera- 


CRAWLER TRACTORS 
WHEEL TRACTORS 
DIESEL ENGINES 

POWER UNITS 


tion, the new International TD-24 han- 
dies coal in 10-ton passes. Operators 
have found it to be the easiest handling 
and most maneuverable crawler tractor 
on the market today. 

See your International Industrial 
Power Distributor and find out all the 
facts about the new TD-24. Dollar for 
dollar, feature for feature, the new TD-24 
gives you more for your money than any 
tractor built. Now is the time to put it 
to work for you. 


INTERNATIONAL HARVESTER COMPANY 
Chicago 


INTERNATIONAL 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 





» Bt wate. See le 


New Power and New Features in Light and Medium Duty Models 
New “Weight-Saving” Diesel Tractors > New Middle-Weight Six-Wheele 


Once again GMC leads the truck transport 
parade . - once again GMC introduces 
improvements in design . . . once again GMC 
widens the scope of truck performance. 


All along the line new 1950 GMCs lead the 
way. New camshafts, valves and manifolds 
step up the power of light-medium models. 
Wider seats, more headroom and improved 
sealing increase their cab comfort. And there 
are new chassis features, including new 
hydraulic and optional air brakes on 214-ton 


Public utility operators will find a model ideally suited 
to their hauling needs in the GMC line which ranges 
from 4,600 pounds GVW to more than 90,000 
pounds GCW. For example, the new “280s” of 
11,000 GVW, the new “470s” of 20,000 pounds and 
the new “400” and “620” six-wheelers of 24,000- 
32,000 p ds are ially well adapted to private 
enterprise or corporate government transport work. 
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models, new front springs and airplane-ty 
shock absorbers on light trucks. 


The new models combine to offer GMC powe 
dependability and economy to many mo 
operators. There’s a new 114-ton ‘‘280”’ .. 
new heavy duty 214-ton ‘‘470”’ . . . two n 
**400”’ and ‘‘620”’ six-wheelers . . . two n 
‘‘weight-saving’’ Diesel-powered tractors bui 
to handle maximum legal payloads in th 
45,000-55,000 pound weight range. See yo 
nearest GMC dealer for complete informatio 


TRUCKS 
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§ Edison Electric Institute, Industrial Relations Committee, will hold meeting, New Or- 
leans, La., Jan. 19, 20, 1950. 








American Society of Heating and Ventilating Engineers will hold annual meeting, Dallas, 
Tex., Jan, 23-27, 1950. 





Southwest Air Conditioning Exposition will be held, Dallas, Tex., Jan. 23-27, 1950. 





Midwest Industrial Gas Council will hold annual meeting, Chicago, Ill., Jan. 27, 1950. 





American Institute of Electrical Engineers will hold winter general meeting, New York, 
N. Y., Jan. 30—Feb. 3, 1950. 





Pennsylvania Electric Association, Transmission and Distribution Committee, will hold 
meeting, Harrisburg, Pa., Feb. 16, 17, 1950. 





' National Association of Home Builders will hold annual meeting, Chicago, € 
Ill., Feb. 19-23, 1950. 





f Soar Gommantontions Bar Association holds dinner honoring FCC, Washington, 





| Texas Telephone Associa‘ion will hold annual convention, San Antonio, Tex., Mar. 
6-8, 1950. 





poof England Gas Association will hold annual convention, Boston, Mass., Mar. 23, 24, 
1950. 








Associated Equipment Distributors begin meeting, Chicago, Ill., 1950. 
Canadian Construction Association begins meeting, Montreal, Quebec, Canada, 1950. 





Plant Maintenance Show and Conference begins, Cleveland, Ohio, 1950. 





§ American Water Works Association, New York Section, holds mid-winter luncheon, 
New York, N. Y., 1950. 








{ Georgia Association of Broadcasters ends meeting, Macon, Ga., 1950, 
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The Washington Outlook for 


Public Utilities—1950 


Analysis of the possible consequences of new devel- 
opments in Congress and Federal agencies respecting 
various utility industries during the New Year. 


By FRANCIS X. WELCH* 


HEN the curtain rings up on the 
opening of the next congres- 
sional session in Washington, 

D. C., there will still be the same 81st 
ongress which occupied the premises 
bn Capitol Hill during the torrid 
months of the longest peacetime ses- 
ion in our nation’s history — the 
ession of 1949. Only a sprinkling of 
hew faces will appear. The august 
heads of the salons, as viewed from 
e gallery, may appear slightly grayer 
br balder. There will probably be an 
mch or two of added girth here and 


*Managing editor, Pustic Utirries Fort- 
NIGHTLY, Washington, D: C. 


there, thanks to a happy holiday season 
of home cooking. 

But, by and large, it will be the same 
crowd who pondered so futilely the 
works of Messrs. Taft and Hartley, 
who listened to eloquent pleas extolling 
the grasshopper and condemning the 
ant. The same bunch who tinkered 
timidly with inflation ills and economic 
chills. It will be the same Congress that 
rode into power on a surprise victory, 
with criticism of their predecessor— 
the “do-nothing” Congress — ringing 
in its ears, only to match the record, so 
far, with even less impressive accom- 
plishment. Yes, man for man, and 
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woman for woman, there won’t be 
much noticeable change. But the cli- 
mate in Washington will be quite dif- 
ferent. Much more chilly than the 
pleasant atmosphere which surround- 
ed the inaugural festivities of a year 
ago. 

On the surface, the Washington 
scene is much quieter than it was in 
January, 1949. Political band wagons 
have been kept carefully under cover. 
The plums have been largely distrib- 
uted, from the halls of Montezuma to 
the palace at Luxembourg. Even the 
lobbyists, making the swift completion 
of their appointed rounds, despite 
snow, rain, and the darkness of the 
night, do so as quietly as possible. The 
once ubiquitous 5 per centers are be- 
having themselves like maragons of all 
virtues. 


7, is a definite reason for this 

chilly atmosphere, as the year 1950 
breaks over the world’s most important 
capital city. Any Congressman can find 
it, any day, on his own desk. In short, 
the folks back home are complaining 
about taxes. 

Not within the memory of members 
now serving have the mail pouches 
brought forth such a torrent of 
mingled pleading, indignation, and 
downright abuse on the single subject 
of tax collections. Never have the rank 
and file citizens shown evidence of be- 
ing so acutely tax conscious. What's 
more, Washington observers expect 
this river of complaint to continue ris- 
ing, until it reaches a peak flood stage 
on or about the Ides of March, when 
the average citizen is sharpening his 
pencil and tearing his hair over dear 
old Form No. 1040. 

As one cynical member quaintly put 
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the situation: “Ever since the war 
Uncle Sam has been throwing a party 
for the American people. Some of 
them are just beginning to find out they 
are expected to pick up the check.” 

In plain words, the Federal govern- 
ment is facing a sort of tax rebellion. 
This much was obvious to the knowing 
ones along the Washington rialto even 
before. Christmas. For that is the 
season of great preparations in the 
Budget Bureau. The various depart- 
mental heads in the Cabinet were in- 
vited to try on their proposed appro- 
priations, for size, before the master 
budget director decided on how the 
forthcoming fiscal appropriation cake 
is to be cut. And while outward de- 
corum was preserved, the occasional 
cries of anguish, escaping from be- 
hind the Washington scenery, told all 
too plainly that there was a difference 
of opinion among President Truman’s 
chosen disciples. 


wo this general background set- 
ting, let us venture without more 
ado into the shadowy field of prognos- 
tication, and attempt to forecast ten 
major developments in Washington 
which will have the most effect on the 
public utility industries in the United 
States : 


l Dogfall on taxes. On this general 
e subject of taxes, Congress finds 
itself the center of a 3-way squeeze. 
The spending branch of the Cabinet, 
led by Agriculture Secretary Brannan, 
who has his new and more expensive 
model of farm subsidy to promote in 
1950, wants the President to repeat his 
request for higher taxes. The collect- 
ing, or economic, branch of the Cabi- 
net personified by Treasury Secretary 
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RESULTS OF 1949 PROPHECY 














l Roughly, eight of the following ten predictions ( 
by Mr. Welch one year ago occurred as forecast. 


Forecast 
1 Reorganization. The Hoover Com- 
* mission will seek consolidation of 
Army Engineers with Interior Department 
on public works. But Congress will not ap- 
prove. 
2 Emergency controls. Allocation of 
* materials and price control probably 
will be voted on’a stand-by basis. 
3 Gas regulation. No revision of the 
* Natural Gas Act in Congress, al- 
though bills will be introduced on the sub- 
ject, and divided reports of the FPC will be 
given congressional airing. 
Taxes. Because of the pressure of 
* armament spending there is little hope 
for reduction in excise taxes on telephone, 
telegraph, passenger fares, etc. 
= Wage-hour law. Congress will enact 
* an amendment to the Fair Labor 
Standards Act increasing the minimum wage 
from 40 cents to approximately 75 cents an 


hour. 
6 Labor laws. Little change in the Taft- 
* Hartley Act, except possibly a change 
of name and the validation of closed shop 
agreements. 
7 REA legislation. Continued high ap- 
* propriations with no restrictions will 
be voted for REA. It may also be given 
authority to make loans for rural telephone 
service. 
8 New power projects. No new valley 
* authorities, although the St. Lawrence 
is given the best chance of affirmative action. 
9 Federal power agencies. Removal of 
* restrictions on both TVA (steam 
plants) and the Reclamation Bureau (com- 
petitive transmission lines), with plentiful 
appropriations for the latter. 
10 The FPC. Regulatory policy of the 
* FPC will be oriented towards the pro- 
public ownership views of the Olds-Draper- 
Buchanan faction. 


Result 
RIGHT 


The Hoover Commission’s rec- 
ommendation along this line has 
been stalled so far in Congress. 


WRONG 


With a minor exception such 
authority was not approved. 


RIGHT 
The House passed such legisla- 
tion, but the Senate has yet to 
agree. 


RIGHT 
Congress talked a lot, but did 
nothing on this. 


RIGHT 
Congress boosted the minimum, 
also slightly increased the exemp- 
tion of small telephone company 
Operators’ wages. 


PARTIAL 


Congress made no change what- 
ever—even in the name, 


RIGHT 
REA got its highest appropria- 
tion—a half billion. Also telephone 
loan authority. 


RIGHT 


St. Lawrence as well as the val- 
ley authorities failed to obtain con- 
gressional approval. 


RIGHT 


In every detail. 


PARTIAL 
The faction developed, but Olds 
was rejected—his successor Wall- 
gren is still a question. 


The Author's 1950 Predictions Will Be Found on Page 7 
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Snyder and Commerce Secretary 
Sawyer contends that present govern- 
ment tax policies are self-defeating. It 
is felt that such taxes are scaring off 
investors and cooking the golden goose 
of American business expansion. The 
Sawyer-Snyder faction would even 
favor tax reduction, especially in the 
elimination of high excise profits tax. 

Utilities have a major interest in this 
angle, in view of the 25 per cent war- 
time excise tax still being collected on 
long-distance telephone calls and tele- 
yraph messages, the 15 per cent tax on 
train, plane, and bus passenger fares, 
and the special tax on monthly tele- 
phone bills (15 per cent), as well as 
certain appliances such as electric light 
bulbs. 

If Congress could simply let the tax 
raisers and tax collectors cancel each 
other out, the lawmakers’ task would 
be simplified, if not particularly fruit- 
ful. But there are other complications. 
There are those multiple headaches 
pouring out of the mailbags. There is 
the Federal deficit, getting bigger every 
minute. There is the political risky 
suggestion that a repeal of excise taxes 
could be largely offset by plugging tax- 
exemption loopholes, through the res- 
toration of codperatives and other spe- 
cially privileged nonprofit business or- 
ganizations to the tax rolls. 


S° our prediction on this is one of 
agonizing futility. After wrestling 
with these various factors for the first 
half of the year 1950, look for a “dog- 
fall” in Congress—whereby the gen- 
eral level of taxes will neither be raised 
nor lowered. As for the codperatives, 
after all the smoke and fury of par- 
liamentary agitation have cleared 


away, their tax exemption will still be 
JAN. 5, 1950 


there. The 81st Congress is not going 
to pick on any such political pets, with 
the congressional elections coming up 
next fall. In 1951 maybe — but not 
1950. Another thing that will still be 
there, bigger if not better, will be the 
Federal deficit. Look for the budget to 
be thrown even more off balance, if 
Congress yields to the politically pleas- 
ant operation of cutting down, or cut- 
ting out, wartime excises. 

Aside from the possible cut in the 
excises, about the only benefit which 
the utilities may gain from this tax 
stalemate, is the fact that the specter 
of the deficit should keep the second 
session somewhat more economy mind- 
ed, on domestic spending, than was the 
first session. Such agencies as the 
Reclamation Bureau and the Rural 
Electrification Administration, which 
reached all-time record appropriations 
in 1949, may have to skimp along on 
red caviar instead of black in the year 
ahead. This next appropriation will be 
in the order of hundreds of millions 
instead of billions. And new public 
power projects, still on the shelf, may 
have to stay there another year. 


2 Labor legislation. The prediction 
e on this might be stolen out of a 
routine page of a weather forecaster’s 
book. It would go something like this: 
High winds becoming somewhat 
warmer, but with little change in pre- 
vailing conditions. There is a chance 
that Congress will not even pass a bill 
to change the name of the Taft-Hart- 
ley Act, to the more Democratically 
orthodox label of Thomas-Lesinski 
Act. But if it does pass any law on 
the subject, it will probably be a change 
in name, and little more. Congressmen 
and their constituents, who have noted 
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Predictions of Events for 1950 


(Here is a summary of the things likely to occur in Washington of 
special concern to the public utility industry.) 


Taxes. Furious discussion but no change likely in general personal or corpo- 
rate tax levels. Likewise, as to removing tax exemption on codperatives, etc. 
But a fair chance of some tax relief from high wartime excises, including 
telephone and telegraph rates, passenger fares. 


Labor legislation. Again, more storm than action. Name of Taft-Hartley Act 
might be changed; but not much else. 


. New power projects. CVA will get most of the propaganda and pressure play 


in Congress, But it will not pass any more than the St. Lawrence, Missouri 
valley, or other similar authorities. 


. Public ee politics. Plenty of it. The Fair Deal administration will attempt 


to base its 1950 congressional campaign largely on regional power benefits, 
a@ la TVA, particularly in New England and other areas which have not so 
far tasted this sort of pork. 


. Public power policy. Two big feuds looming for a showdown. (1) FPC 


versus Interior, to determine whether public power is subject to Federal regu- 
lation or vice versa. (2) Agriculture Department moving into Interior’s con- 
trol over water resource developments. Senate will also inspect Interior’s con- 
tracts, or lack of them, with private companies. 


. Gas and other fuel policy. Oil men are worried over natural gas expansion 


and may seek to slow it down through regulatory restriction, possibly via the 
Interior Department. Congress, worried by John L. Lewis, may pass some 
form of coal regulation. Congress may follow through with pending legisla- 
tion exempting natural gas production and gathering from FPC control. FPC 
may voluntarily retreat in this field if new Commissioner Wallgren swings 
the balance. 


. Lobby investigation. A special House committee cannot put on much of a 


show with its present limited funds. But might make enough showing against 
both bureaucratic lobbies and big business lobbies to get more money and 
another lease on life. Public utility industries can expect some share of the 
spotlight. 


. Atomic energy policy. Ex-Chairman Lilienthal’s departure may mark a trend 


away from “liberal-civilian” domination of AEC policy. Closer AEC codpera- 
tion with industry may be one result. 


. Communications policy. Look for both the REA and the telephone industry 


to strive for rapid progress in rural telephone service. Plea of Western Union 
for some form of tax and other relief by Congress may get favorable action, 
especially as to excise taxes. The FCC will not give color television the green 
light until it has mulled over the problem most carefully. 


Utility rates. Trend towards higher rates in all forms of utility services (gas, 

electric, transportation, and communications) should continue well through the 

year. But look for transit systems reaching the point of diminishing return 
and seeking some other way out—possibly through tax remission, 
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the recent liberty of action—not to say 
strikes — enjoyed by the labor unions 
and their leaders, are growing rather 
cold to the argument that organized 
labor has been enslaved or chained by 
the Taft-Hartley Act or anything like 
it. With John L. Lewis still on the 
loose, it is pretty hard to put that argu- 
ment across these days. 


3 New power projects. A good bit 
e of the earlier steam has gone out 
of the Fair Deal drive to put over a 
Columbia Valley Administration bill 
in the 81st Congress. But it still has 
plenty of punch. A Senate subcommit- 
tee will hold hearings in the Pacific 
Northwest, and if the Senators are 
convinced that the people out that way 
really want it, such a bill may actuall; 
get out of committee. But this writer 
does not look for such a development. 
Nor for any other development in 
Congress to authorize any new valley 
authorities, whether on the Columbia, 
the Missouri, the St. Lawrence, or any 
other river basin. The voluminous 
speech making and pressure play— 
which will center principally about the 
CVA—will be mainly for propaganda 
purposes. That immediately brings us 
to the next topic. 


4 Public power politics. The year 
e 1950 will long be remembered for 
the amount of shouting from the ad- 
ministration house tops on the subject 
of public power, and the blessings 
thereof. Look for the regional meet- 
ings of the Democratic party to be 
converted into veritable wind tunnels 
for the testing, and exercise, of this pet 
political issue of President Truman’s. 
He believes in it. He cherishes it. He 
has told many an aspiring candidate 
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that, if he would reach the goal of 
political salvation, he must sell short 
many another political issue and join 
in the chorus of hosannas for public 
power. 

The party strategy on this seems to 
be that if heretofore relatively con- 
servative areas, such as New England, 
can be infected with a taste for the 
same sort of Federal pork as the west- 
ern states and the Tennessee valley have 
long enjoyed, the purveyors of these 
benefits will be blessed with the favor 
of the electorate. Whether this advice 
will prove to be the Straight Dope, for 
success in the election next fall, may be 
debatable. But it is certain that the 
administration’s faithful will follow 
the party line, as far as the political tub 
thumping is concerned. Don’t be sur- 
prised, however, if that good old party 
war horse, “Veep” Barkley, who can 
spring a pretty good imitation of a 
wind tunnel when he puts his mind to 
it, gives over his earlier role of leading 
the chorus. A new keynoter on the 
public power issue is rumored to be 
coming right up in the Democratic 
councils. 


= Public power policies. The year 
e 1950 may mark the most critical 
period in the evolution of postwar 
public power policy. Two knockdown- 
and-drag-out fights, more or less un- 
related to each other, will be the fea- 
tured attraction. 

First, there is the showdown which 
Interior Department seems determined 
to have with the Federal Power Com- 
mission over the latter’s right to grant 
hydroelectric licenses to private power 
companies, at river sites where the 
Bureau of Reclamation has indicated 
that it has any designs of its own. Of 
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course, this feud has been going on for 
scme time. But it came to a head last 
summer when a U. S. District Court 
in Idaho tossed out ex-Secretary 
Krug’s suit for an injunction to block 


the Idaho Power Company from 
building a line over government lands, 
regardless of whether the FPC had 
granted a license or otherwise. 

Interior appeared to be under the 
impression that Secretary Krug had 
merely to “order” the FPC not to grant 
such a license; or if it did, the license 
would not mean anything under such 
circumstances. That particular fire 
may have been put out by the comple- 
tion of the Idaho Power Company’s 
line, under an FPC license which was 
fixed up to placate the Interior Depart- 
ment demands. But the Interior attor- 
neys took pains to rub out the court 
records, with a motion to “‘vacate” the 
proceedings, including the Federal 
judge’s opinion that FPC has a para- 
mount right (in the granting of hydro- 
electric licenses) unless Congress has 
definitely voted otherwise. 

Yet the basis for the feud still ling- 
ers on, and probably will be battled 
through the courts, Congress, and even 
the White House before it is finally 
settled. The recent action 6f the FPC 
in granting Pacific Gas and Electric 
Company a license to build a dam on 


¢ 


e 


“On the surface, the Washington scene is much quieter than 
it was in January, 1949. Political band wagons have been 
kept carefully under cover. The plums have been largely 
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the Kings river in California (over In- 
terior’s protest) may mean another 
ccurt test. Ditto, with respect to the 
FPC’s action on the pending petition 
of the Virginia Electric & Power Com- 
pany for a license to build on the 
Roanoke—Interior notwithstanding. 


_ regardless of what the courts 
may do in such cases, the Interior 
people can still take their case, first of 
all to Congress, and then to the White 
Hcuse. The fundamental principle at 
issue is whether Federal power regula- 
tion is subject to public power develop- 
ment, or vice versa. Every time the 
FPC grants one of these licenses to a 
private company, over Interior’s objec- 
tion, the doctrine of paramount FPC 
jurisdiction becomes consolidated that 
much more. In the balance of such a 
policy test, actual construction, plus 
possession, is many points of law. 

The other policy feud has to do with 
the interdepartmental struggle over 
domination of Federal river develop- 
ment. This has been going on for 
years between the Army Engineers and 
the Interior Department, resulting in 
an uneasy alliance known as the Pick- 
Sloan plan and its variants, But now 
a new rival has entered the field—the 
Agriculture Department — with ideas 
of its own about conservation. 


distributed, from the halls of Montezuma to the palace at 
Luxembourg. Even the lobbyists, making the swift comple- 
tion of their appointed rounds, despite snow, rain, and the 
darkness of the night, do so as quietly as possible. The once 
ubiquitous 5 per centers are behaving themselves like mara- 


gons of all virtues.” 
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One of the reasons given for ex- 
Secretary Krug’s hasty departure from 
the Washington scene was the stinging 
rebuke he gave, in a letter to Congress, 
to Agriculture Department’s ideas 
about entering the irrigation picture. 
Agriculture Secretary Brannan’s star 
is in the as.endancy right now. So 
look for more developments along this 
line. The new Interior Secretary Chap- 
man, by nature a quiet, tactful man 
and personal friend of Secretary Bran- 
nan, may smooth things over. But 
Agriculture Department experts still 
do not see the sense of bringing too 
many new acres into farm production, 
via Interior’s expensive irrigation 
works, when it all helps to keep the 
Treasury broke trying to pay for crop 
surpluses on the farms already in pro- 
duction. This, plus some Agriculture 
Department theories about erosion 
control and keeping waters impounded 
on farm lands (instead of gathering it 
into giant dams or deep navigation 
channels) suggests some serious policy 
maneuvers at the Cabinet level! in 1950. 


6 Gas and other fuel policy. Early 
e in 1950 we can expect the Federal 
Power Commission to show which way 
its majority stands on the question of 
regulating independent producers of 
gas. It will take the vote of the new 
member, Vice Chairman Wallgren, to 
decide whether the FPC will volun- 
tarily back down on the unexpectedly 
broad field of jurisdiction which the 
Supreme Court gratuitously threw to 
the FPC in the Interstate Gas decision 
of 1947. While it is something in the 
nature of lése majesté to try to guess 
the outcome of a quasi judicial 


decision, this writer thinks that the 
FPC majority will decide that discre- 
JAN. 5, 1950 


tion is the better part of regulatory 
wisdom, in this case. 

Aside from what the FPC may do, 
however, there is the prospect of Sen- 
ate approval during the year of the 
House-approved Harris Bill. This 
bill, which will be adopted by Senator 
Kerr (Democrat, Oklahoma) in lieu of 
his own similar bill, definitely spells out 
exemption of the independent gas pro- 
ducers, as an amendment to the Nat- 
ural Gas Act. Whether it will be greet- 
ed at the White House with a cool sig- 
nature or a hot veto, remains to be seen. 
Much may depend on what the FPC 
finally decides in the forthcoming Delhi 
Oil Corporation Case. 

Incidentally, certain important oil 
men seem to be quite concerned over 
the steady march of “cheap” natural 
gas into eastern fuel markets. Certain 
leaders of the petroleum industry are 
reported to have suggested a joint gov- 
ernment and industry study of the 
growing competition between natural 
gas and petroleum fuels. The idea 
would be to have the Interior Depart- 
ment call for a report from the Na- 
tional Petroleum Council, an industry 
group appointed by the Secretary of 
Interior and set up to codperate with 
the Federaf government on fuel policy 
matters. The council would make a 
check on the present and prospective 
fuel market situation within the United 
States. Its report’on the same would, 
presumably, be the basis for proposed 
congressional action. 

Cautious natural gas industry lead- 
ers will question the wisdom of invit- 
ing government interference with in- 
dustrial fuel competition. The out- 
come of any such study is likely to lend 
support to the arguments of adminis- 
tration advisers who have contended 
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THE WASHINGTON OUTLOOK FOR PUBLIC UTILITIES—1950 








Public Power Politics 


c¢ HE year 1950 will long be remembered for the amount of shouting 

from the administration house tops on the subject of public 

power, and the blessings thereof. Look for the regional meetings of the 

Democratic party to be converted into veritable wind tunnels for the 

testing, and exercise, of this pet political issue of President Truman's. 
He believes init. He cherishes it.” 





for some form of over-all Federal fuel 
regulation. Pushed to extremes, such 
a program might bring not only regu- 
lation of fuel prices, but production, 
consumer utilization, and conservation 
under Federal control. The coal indus- 
try, so far, has shown no taste for 
Federal regulation. Congress may give 
it a taste in the form of a revised ver- 
sion of the old Guffey Act. But that 
will be for the benefit of John L., rather 
than basic fuel policy. 


7 Lobby investigation. Do not look 
e for too much of a splash of the 
current House investigation into lobby- 
ing. Although it has only a widow’s 
mite ($40,00G), this special commit- 
tee, headed by Representative Bu- 
chanan (Democrat, Pennsylvania), al- 
ready has split itself into two mutually 
exclusive probing efforts. The Demo- 
crats want to go after big business 
lobbyists. The Republicans want to go 


after bureaucratic lobbyists. But both 
sides may make enough showing to get 
more money and another lease of life. 
In any event, the public utility indus- 
tries can expect to have their practices, 
with respect to legislative agents, given 
some share of the spotlight. 


8 Atomic energy policy. The de- 
e parture of Chairman Lilienthal 
from the Atomic Energy Commission 
may mark a trend away from so-called 
“liberal civilian’ domination of the 
commission’s policy. Whatever one 
may call it, the AEC up to now has 
not shown too much disposition to be- 
come intimately codperative with the 
private power industry or any other 
private industry on the subject of 
commercial application of nuclear en- 
ergy. On the contrary, ex-Chairman 
Lilienthal has constantly stressed the 
necessity for government monopoly to 
the point which carries antiutility en- 
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terprise overtones—all too familiar to 
the ears of electric companies with 
their background of experience on 
public power policy. The new chair- 
man of the AEC may mark, or at least 
give some clue to, the future direction 
of the commission along these lines. 


9 Communication policies. The tele- 
e phone industry has only a year’s 
grace under the new rural Telephone 
Loan Act to make hay in the field of 
rural telephony under the sunshine of 
Federal financing via REA. After that 
the field will be open for REA to make 
competitive loans under certain service 
conditions. 

So far, the going has been pretty 
slow. But, in all fairness, REA 
telephone loan activity is only a pup. 
Look for both REA and the telephone 
companies to make rapid progress be- 
fore the end of the year. REA will 
probably ask for and receive about 
$100,000,000 for rural telephone loans 
during the fiscal year which starts next 
July Ist. 

Congress will have to do something 
about the financial plight of Western 
Union if the telegraph industry is to 
survive. The recent plea of Western 
Union President Marshall for a com- 
bination of tax abatement, elimination 
of unwarranted competition, and mod- 
ernization may strike some responsive 
chord in congressional bosoms. If it 
doesn’t, the telegraph industry will go 
the way of the dodo bird before an- 
other decade passes. At least Congress 
will probably do something about the 
telegraph excises in 1950. 

One other item is the controversial 
question of color television. The FCC 
will probably dance around with this 


particular hot potato for the whole year 
of 1950. Just when the green light will 
be flashed for color television remains 
with the FCC, probably the toughest 
regulatory nut that commission has 
ever had to crack in all its stormy fif- 
teen years of statutory life. Mean- 
while, only appendectomies and other 
surgical examples will appear in tech- 
nicolor, so far as the nonexpert public 
is concerned. 


l Utility rates. The long lag of 

e utility rates, behind the earlier 
upswing of other postwar commodity 
prices, should remain fully in force 
throughout most of the year 1950. In 
other words, transit, telephone, gas, 
and even electric rates will generally 
continue upward to cover rising operat- 
ing expense experience. But the going 
will be tougher with each new round of 
rate increases. Political pressure on the 
public service commissions is going to 
make each such rate case a little harder 
to argue than the one before. 

Another economic barrier already is 
looming for the transit companies. Ex- 
perience shows that they are coming 
near the point of diminishing return, 
in some cities, as a result of higher 
fares scaring away the passengers. And 
this is true for municipal as well as 
private transit companies — maybe 
even more so. City-owned systems in 
Boston, New York, Chicago, San 
Francisco, and Detroit are all showing 
deficit temperatures, despite fare 
raises. And Chicago has the highest 
fare in the country (15-17 cents). It 
may be that some form of tax relief, in 
lieu of further fare increases, will be 
the only way out. Western Union 
came to that conclusion sometime ago. 
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Is the FPC Encroaching on 
Local Gas Regulation? 





Even though the Supreme Court may decide against 
FPC jurisdiction over gas companies exclusively en- 
gaged in distribution within a state, the recent trend 
of FPC interpretation suggests the need of positive 
clarification of the Natural Gas Act. 


By HENRY F. 


NE of the principal regulatory 
() developments of the past fifteen 

years has been the establishment 
of Federal utility regulation. Not only 
have the Federal agencies, the Federal 
Power Commission, the Securities and 
Exchange Commission, the Federal 
Communications Commission, and the 
Civil Aeronautics Board closed major 
gaps in the regulating system, but their 
actions have served as _ regulatory 
guides in the local field. 

However, this is not the whole story. 
Along with such guidance has emerged 
a Federal extension over local activities 
that has increasingly become a matter 
for widespread public concern. Local 
utilities, for the first time becoming 
subject to Federal regulation, are con- 





*For personal note, see “Pages with the 
Editors.” 
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cerned. So are state utility commis- 
sions whose decisions are becoming 
relegated to secondary significance. So 
are the taxpayers who must finance 
part of this regulatory expansion by 
the Federal government. 

Today the obvious example of this 
increasing Federal jurisdiction is the 
regulatory control which the FPC has 
attempted to impose on local natural 
gas distributing companies. (About to 
be decided before the U. S. Supreme 
Court is an FPC petition in the East 
Ohio Gas Company Case,’ which will 
determine whether FPC may regulate 
operations of a company exclusively 
engaged in the distribution of natural 
gas within the borders of a single state 
for local service sales and not resale, 
and whose lines, lying entirely in Ohio, 
accept delivery of a wholesale supply 
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from an interstate pipe-line company. 
Other essentially similar cases are pend- 
ing before the FPC.) 

Actually it was soon after the Nat- 
ural Gas Act amendment of February 
7, 1942 (which opened up the FPC’s 
jurisdiction to markets not already 
served with natural gas), that the FPC 
showed an increasing interest in bring- 
ing local gas distribution companies 
under Federal jurisdiction. Today, 
this “increasing interest” has reached 
the point where all but the smallest 
local gas distribution companies in the 
United States are threatened with Fed- 
eral regulation. 


Fagan of the commission’s juris- 
dictional decisions to date indi- 
cates, by and large, that two test ques- 
tions have been used to determine the 
jurisdictional boundaries in particular 


cases : 

Does the company’s gas eventually 
go to another state? 

Does the company’s gas come from 
another state? 

These questions the commission 
asks irrespective of whether a com- 
pany’s operations are entirely within 
an individual state or not. Instead of 
confining itself to those companies not 
regulated by the individual states, the 
commission seems to seek for itself the 
widest jurisdiction given it under the 
Supreme Court’s definition of inter- 
state commerce, and to date, with few 
exceptions, it has generally succeeded. 
Apparently nothing short of a forth- 
right amendment to the Natural Gas 
Act, which will spell out clear-cut juris- 
dictional limitations for the FPC, will 
suffice to require the FPC to disclaim 
jurisdiction in the realm of state and 
local regulation. Till then, only the 
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relatively few companies in gas-pro- 
ducing states which produce, transmit, 
and deliver all their requirements for 
local consumption within those states 
will, in the last analysis, be safe if the 
commission’s views prevail. 

FPC data show there are at least 43 
cases now pending before the commis- 
sion involving the latter’s jurisdiction 
over natural gas companies located en- 
tirely within a single state, and under 
state regulatory supervision. 

The legal basis for all this centers 
around § 1(b) of the act, which spe- 
cifically states that it shall apply to 
“natural gas companies engaged in... 
interstate transportation or sale,” 

. . . but shall not apply to any other 

transportation or sale of natural gas or 

to the local distribution of natural gas, 
or to the facilities used for such dis- 
tribution 


When Congress wrote that into the 
law it was faced with the basic problem 
of occupying the field in which the Su- 
preme Court had held that the states 
might not act. It was primarily con- 
cerned with regulating the large inter- 
state pipelines actually crossing state 
borders which were not then subject 
to any regulation. It was not as con- 
cerned with regulating those local com- 
panies within the confines of a particu- 
lar state distributing or reselling 
natural gas (even out-of-state gas) 
which were already subject to state 
regulation. 


Sales for Resale 


Gone enactment of the Natural Gas 
Act, two decisions of the Supreme 
Court have reinforced by inference the 
supremacy of Federal jurisdiction over 
wholesale or distribution companies 
within a particular state which resell 
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for local distribution. These are the 
Illinois Natural Gas and Colorado- 
Wyoming cases.® 

The necessity for these decisions 
may be doubted. In the first case, the 
Illinois Commerce Commission was 
trying to effectively administer the Illi- 
nois Natural Gas Company’s affairs 
before the order was upset by the Su- 
preme Court. In Colorado until the 
Supreme Court’s decision, the Colorado 
Public Utilities Commission had ade- 
quate regulatory powers granted it by 
the legislature over sales of the Wyo- 
ming company’s gas to privately owned 
utilities for resale within the state, No 
other calculation of such sales within 
the state by the FPC would have been 
necessary to close the gap in regulation. 
Except for the Supreme Court’s rul- 
ing, this lack of justification for Fed- 
eral regulation is equally pointed to- 
day, whether it involves a similar 
inaividual gas pipeline ferrying out-of- 
state gas from one point to another in 
California, Colorado, or Connecticut. 

Yet consider the lengths to which 
the FPC has gone in asserting juris- 
diction in such situations as the Central 
New York Power Corporation Case.‘ 
Here the company took delivery of 
out-of-state natural gas at a point 50 
miles within the state boundary. From 
there, the gas was carried about 15 
miles to the company’s plant in Syra- 
cuse, where it was mixed with manu- 
factured coal gas at reduced pressures 


to produce a mixed supply for public 
service. One of the company’s custom- 
ers taking this mixed gas from the 
company’s distribution system at one- 
quarter-pound pressure was the Syra- 
cuse Suburban Gas Company, Inc., 
serving 700 customers in the outlying 
village of East Syracuse. 
ty spite of this clearly local situation, 
already adequately regulated by the 
New York commission and involving 
only two-thirds of one per cent of the 
company’s sales, the FPC, urged by its 
staff, asserted jurisdiction over the 
Central New York Power Corporation, 
reciting, among others, the fact that 
“natural gas is, at a point in transit... 
mixed with artificial gas and then fur- 
ther transported for sale for resale does 
not change the interstate character of 
the transaction...” (65 PUR NS 
515.) 

Ironically, this company’s officers 
had testified at the congressional hear- 
ings prior to the original enactment of 
the Natural Gas Act, and were in- 
formed in this very situation: 

But you are not selling in interstate 
commerce ; you are selling locally. You 


are selling at the point where inter- 
state commerce leaves off.§ 


Rather than invite continued litigation, 
the company acquiesced. 

Today in over 40 states the state util- 
ity commissions have been given ample 
jurisdiction over gas sales to privately 
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“Topay in over 40 states the state utility commissions have 
been given ample jurisdiction over gas sales to privately 
owned utilities for resale, within a particular state, accord- 
ing to an FPC study. In only a few states—mainly where 
the problem has not arisen—is any apparent power in the 
state commission lacking.” 
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owned ttilities for resale, within a par- 
ticular state, according to an FPC 
etudy.® In only a few states—mainly 
where the problem has not arisen—is 
any apparent power in the state com- 
mission lacking. 


Sales for Local Consumption 


6 Bie situation with regard to Fed- 
eral regulation of local gas distri- 
bution companies purchasing out-of- 
state gas only for sale and ultimate 
consumption by the company’s own 
customers is equally disturbing. While 
the Natural Gas Act specifically states 
that it shall not apply “to any other 
transportation and sale of natural gas 
or to the local distribution of natural 
gas, or the facilities used for such dis- 
tribution,” the construction and admin- 
istration of this language by the FPC 
has resulted in the extension of its 
jurisdiction increasingly into local gas 
matters.” 

From the various cross-country 
pipelines, local gas-distributing com- 
panies take out-of-state natural gas at 
delivery pressures ranging around 200 
pounds per square inch and convey it 
(sometimes utilizing the initial 200 
pounds or so delivery pressure, and 
sometimes at reduced transmission 
pressures of from around 50 pounds 
upward) to the local company’s exist- 
ing manufactured gas plant (if it has 
one) or directly to the local company’s 
transfer or distribution system, or to 
the local company’s storage holders. 

At these various sites, the original 
pressure may be reduced to around five 
pounds or so, if it is to be introduced 
into the company’s manufactured gas 
plant or directly into its branch trans- 
fer system, or the original pressure 
may be reduced to one-half-pound to 
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three-quarter-pound pressure if the gas 
is to be put in storage in the company’s 
holders or to be directly fed into the 
company’s one-half-pound distribution 
system pressure. Thus a number of in- 
termediate pressure- reducing (and 
some pressure-increasing) operations 
may intervene between the initial 200- 
pound or more delivery pressure at 
which the local gas company receives 
gas, and the final one-quarter-pound 
pressure or less at which the usual resi- 
dential customer receives the gas at the 
burner tip. 


yg the U. S. Supreme Court’s earlier 
criterion in the East Ohio tax case® 
is followed, almost every local gas dis- 
tribution plant in the United States 
receiving or planning to receive some 
out-of-state natural gas would be sub- 
ject to FPC jurisdiction because of 
some relatively high-pressure transmis- 
sion facilities. These the FPC could 
construe as facilities for the “trans- 
portation of natural gas in interstate 
commerce” under § 1(b) of the Nat- 
ural Gas Act. (And such is still the 
situation today where a company makes 
individual intrastate sales for resale.) 

In such a situation, it would appear 
to be a clear case of “‘the tail wagging 
the dog.” The high-pressure facilities 
over which out-of-state gas is initially 
received or resold constitute, for most 
companies, only a small fractional part, 
perhaps 1 per cent to 5 per cent, of the 
company’s total gas plant in service. 
All of this, including the stub or re- 
sale line, is located within the state 
boundaries. 

Even for some companies with a 
more extensive “stub-line” problem, 
the “stub line” (or resale line) 
amounts to no more than 15 per cent to 
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Gas Regulatory Field Expanding 


. ah Be interstate transmission of natural gas is growing by leaps and 

bounds. Sooner or later many now isolated local gas distribution 

companies may at least enter into emergency connections with adjacent 

utilities, thus becoming part of an intrastate network subject to Federal 

jurisdiction. Such has been the comparable experience of the electric 
utilities.” 





25 per cent of the local distribution 
company’s plant in service. But as Carl 
I. Wheat, a specialist in natural gas 
legal problems, put it :° 


. the principles enunciated would 
apparently apply equally to a pipeline 
only a few miles long, or even a couple 
of feet long. 


The FPC, furthermore, has not 
seemed disposed to follow the practical 
line, that such local jurisdiction can be 
more trouble than it is worth. The 
Mount Morris Gas Company is a fair 
example. Here is a small family part- 
nership serving some 246 residential 
customers in a borough (population 
432) near the Pittsburgh-West Vir- 
ginia border. Total gas plant in service 
at the end of 1947 amounted to $19,- 
539; total yearly revenues, $11,789. 


es September, 1942, the Mount Mor- 
‘ ris Gas Company sought permis- 
sion to construct a 3-inch and 34-inch 
pipeline extending from its distribution 


facilities approximately 4,400 feet and 
connecting with the 12-inch pipeline of 
Hope Natural Gas Company at the 
point where the latter crossed into 
Pennsylvania. The FPC granted a tem- 
porary certificate but found, at the 
same time, that the applicant would be 
“engaged in a transportation of nat- 
ural gas in interstate commerce upon 
completion and operation of the pro- 
posed pipeline.” Hearings were held in 
April, 1944. Briefs were submitted. On 
March 20, 1945, the commission en- 
tered a final order declaring the com- 
pany to be a natural gas company 
under the Natural Gas Act.’ To avoid 
the burden of test litigation the com- 
pany complied. 

Other small companies entirely with- 
in a particular state have similarly felt 
the commission’s long regulating arm. 
Producers Gas Company, serving 
3,740 customers in five small commu- 
nities near Olean, western New York, 
has been declared a natural gas com- 
pany.” Likewise, the Wisconsin South- 
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ern Gas Company, serving 5,079 cus- 
tomers around Geneva, Wisconsin. On 
December 5, 1944, the FPC sought 
compliance with such orders by the 
Pavilion Natural Gas Company, serv- 
ing 6,235 customers around Geneseo, 
New York, and the Southern Tier Gas 
Corporation, with a single resale cus- 
tomer taking $66,890 worth of gas 
annually. 

The listing in the commission’s 
petition (for certiorari) in the East 
Ohio Case of more than 43 compa- 
nies entirely within individual states 
is mute eloquence in pointing out the 
trend of the times. 


iy a letter of FPC Chairman Manly 
to the chairman of the New York 
Public Service Commission dated 
March 10, 1945, the commission’s po- 
sition with regard to some of these 
small companies in New York state 
was very plainly stated : 


...It is, of course, immaterial 
whether the companies in question 
“operate exclusively within the state 
of New York,” as you put it. If by 
this is meant that the facilities are lo- 
cated wholly within the state, the Su- 
preme Court has unanimously held 
that this commission has jurisdiction 
under the Natural Gas Act if the cor- 
poration is engaged in the transporta- 
tion of natura] gas in interstate com- 
merce or the sale in interstate com- 
merce of such gas for resale even 
though all its facilities are located 
within the state receiving the gas (IIli- 
nois Natural Gas Co. v. Central IlIli- 
nois Public Service Co. 314 US 498 
(1942) [42 PUR NS 53]). Likewise, 
the fact that all of the companies con- 
cerned (except Southern Tier Gas 
Corporation) are also engaged in the 
local distribution of gas does not re- 
move them from the jurisdiction of 
this commission, although it does af- 
ford a basis for your exercise of ex- 
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clusive regulatory authority over their 
purely intrastate rates.™ 


Obviously, the FPC apparently has 
recognized neither the principle of “de 
minimis” nor the principle of supple- 
menting, but not usurping, state regu- 
latory supervision. ** The FPC appar- 
ently feels that it has no choice but to 
exercise the full extent of jurisdiction 
conferred on it by the Supreme Court 
without taking into account the exist- 
ence or effectiveness of state regula- 
tion.** 

As a result of such aggressive policy, 
the FPC has assumed jurisdiction over 
a total of 114 companies, classified as 
“natural gas companies” under the act. 
This amounts to 25 per cent of the 
customers, 47 per cent of the assets, 
and 54 per cent of the revenues of the 
reporting gas industry in the United 
States. 


What This Control Means 


Be. date, the FPC has not exercised 
its powers under §§ 7(f) and 
7(g) of the act, These provide that 
the commission may determine the 
service area to which a natural gas com- 
pany is to be limited. However, it is 
not inconceivable that if the commis- 
sion could fasten its authority on local 
distribution companies it might attempt 
to remake utility service areas in what, 
from the Washington viewpoint, might 
be regarded as the “national interest.” 

The commission has a variety of 
other powers under the act to require 
the extension of facilities, to approve 
the abandonment of service, and to con- 
trol construction (§§ 7(a), (b), and 
(c)). 

While such powers are restricted to 
facilities under the jurisdiction of the 
commission, if construction or aban- 
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donment of a high-pressure branch 
transmission line is an essential part of 
service to a new area, for example, the 
FPC might attempt to assert veto 
power over any contrary decision of a 
state commission or local municipal 
ordinance. Such implications of future 
managerial “double checking” by the 
commission over service problems are 
disturbing. 


HEN, there are the broad powers 
over a local gas distribution com- 
pany’s costs and accounts to de consid- 
ered. The FPC might require the filing 
of an original cost study (§ 6(f)) or 
the prescribing of individual detailed 
depreciation rates (§ 9(a)). Filing of 
an original cost study is all very well for 
a company not subject to any state or 
other commission regulation, but for 
one which is completely under state 
regulation it could be an expensive and 
time-consuming burden, Thus, East 
Ohio Gas Company (already subject to 
jurisdiction of the Ohio Public Utili- 
ties Commission) might have to spend 
as much as $1,500,000 or even $2,- 
000,000 on such an original cost study. 
Since “fair value” and reproduction 
cost new, and not original cost, are the 
basis of regulation in Ohio, the useful- 
ness of such an effort would be doubt- 
ful, to say the least. 
That the FPC would require com- 
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plete compliance with its Uniform 
System of Accounts for a company’s 
basic corporate books, leaving only 
memorandum accounts under state 
commission jurisdiction, is another 
fact to be weighed. 

Here, also, is an instance of the 
“stub-line” tail wagging the whole dog. 
The accounts which the FPC would 
regulate are not merely those applicable 
to the high-pressure “interstate” fa- 
cilities. They would be the complete ac- 
counts and records of the whole com- 
pany. 

Thus, after attaching its jurisdiction 
to an insignificant percentage of a com- 
pany’s assets, the FPC would apply its 
System of Accounts to the whole com- 
pany. This might well mean, for every 
unusual entry, or request to destroy 
certain records, that the local gas com- 
pany would have to write from as far 
as Maine and California to secure dis- 
pensation from Washington before 
proceeding with its accounting busi- 
ness, Small wonder that the FPC asks 
for more funds to carry on with the 
Natural Gas Act. 

True, the commission has so far ex- 
ercised only a passive jurisdiction over 
such companies. It has required only 
the filing of annual reports or the oc- 
casional submission of special infor- 
mation. Much of this would normally 
be furnished by the companies con- 


“One of the principal regulatory developments of the past 
fifteen years has been the establishment of Federal utility 
regulation. Not only have the Federal agencies, the Federal 


Power Commission, the Securities and Exchange Commis- 
sion, the Federal Communications Commission, and the Civil 
Aeronautics Board closed major gaps in the regulating sys- 
tem, but their actions have served as regulatory guides in 


the local field.” 
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cerned as a matter of courtesy. But this 
is not to say that unless restrained by 
Congress or the courts the commission 
might not at any time activate these 
dormant cases on its own motion. This 
regulatory sword of Damocles hangs 
uneasily over the industry’s head. 


ee the FPC asserts the full ex- 
tent of the jurisdiction it desires, 
the states and their commissions would 
have left to themselves an exclusive 
regulatory authority perhaps only over 
a few local rate schedules. As former 
Chairman Manly of the FPC said,” 
presaging the current state of affairs, 
“henceforth it will be necessary” to 
draw “necessary and proper distinc- 
tion among the subject matters over 
which either the state or the Federal 
agency may have exclusive jurisdiction 
and those regarding which they may 
concurrently exercise control.” 

If this view is to prevail, an intoler- 
able state of duplicate Federal and state 
regulation may well lie ahead for most 
intrastate local gas wholesale and dis- 
tributing companies, with conflicts be- 
tween Federal and state commissions 
placing the utilities squarely in the mid- 
dle. 

In addition to the intolerable situa- 
tion which would be imposed on local 
natural gas distributing companies un- 
der such a system of duplicate regula- 
tion, friction is bound to develop as 
an increasing amount of Federal inter- 
ference is projected into state and local 
activities." Whether this will end with 
the gradual decline in importance of 
state public utility regulation and an 
ascendance of Federal regulatory ac- 
tivities will depend largely on future 
events.”” 

In the field of service and supply, a 
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conflict already has developed between 
the FPC and the Illinois Commerce 
Commission regarding the allocation 
of gas to be made to Illinois consum- 
ers, with the FPC position prevailing.” 


ig the field of accounting, the FPC’s 
action in the Arkansas Power & 
Light Company Case,” in asserting its 
paramount jurisdiction over the basic 
corporate books of account nullifying 
contrary state orders—over a company, 
less than one per cent of whose facilities 
were exclusively used in interstate com- 
merce, has already provoked litigation 
reaching the Supreme Court.®* It has 
aroused action—as yet ineffective—by 
the National Association of Railroad 
and Utilities Commissioners. Since the 
section of the Federal Power Act here 
involved is identical with and the pat- 
tern for a similar section in the Natural 
Gas Act, it is a portent for similar 
problems involving natural gas com- 
panies. 

At least one state commission early 
realized the import of the FPC’s ex- 
panded activities. On the receipt of 
copies of three letters addressed to local 
gas-selling and -distributing compa- 
nies within New York state, declaring 
them to be “natural gas companies 
within the meaning of the Natural Gas 
Act,” Chairman Maltbie of the New 
York Public Service Commission made 
a pointed reply.** He stated: 


The New York State Public Serv- 
ice Commission strongly protests this 
assumption by your commission of 
jurisdiction over a purely intrastate 
company. Each of these companies is 
completely regulated by this commis- 
sion under authority of the state of 
New York in respect to its service, 
rates, the issuance of securities, ac- 
counting, and all other matters affect- 
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ing the furnishing of gas to consumers. 
To require these companies to make 
annual and other reports to your com- 
mission seems to us an unnecessary 
duplication of effort and expense both 
on the part of the company and the 
Federal regulatory body. What effec- 
tive use can be made of duplicate re- 
ports and accounting? What useful 
purpose will be served by such addi- 
tional regulation ? 


We have already considered the 
forthright answer of Chairman Manly 
of the FPC reiterating a determina- 
tion to subject to Federal regulation 
many new phases of local distribution 
companies, except purely intrastate 
rates not for resale. 


Growth of FPC Activities 


XN the present time, the FPC has a 
total staff of about 900 employees 

and an annual appropriation of $4,- 
030,000. This compares with about 
450 employees in 1938 and a total ap- 
propriation then of around $1,700,000. 
There are no up-to-date accurate data 
on the total number of employees, or 
the annual budgets of the individual 
state public service commissions hav- 
ing jurisdiction, among other func- 
tions, over local gas distribution com- 
panies. In 1936, however, the total 
state commission funds for the 35 state 
commissions then reporting to a spe- 
cial survey of the National Associa- 
tion of Railroad and Utilities Commis- 
sioners was about $8,000,000, repre- 
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senting a total of probably about 3,500 
or more employees.” Allowing for a 
reasonable increase in personnel and 
expenses, the order of magnitude of 
1948 state regulatory commission ex- 
penditures may be considered to be 
somewhere in the neighborhood of 
$10,000,000, to cover perhaps 3,500- 
4,000 employees. 

If it is considered that at least half 
the work of the state commissions—a 
conservative guess—is concerned with 
the regulation of electric and gas utili- 
ties within the individual states, the 
minimum likelihood (over a period of 
perhaps another ten years) of the 
prospective increase in FPC jurisdic- 
tion is to double—perhaps triple—the 
size of the FPC staff and its annual 
expenditures. 

If present FPC policies continue, 
perhaps in 1960 the commission will 
have a staff of 2,000 and an annual ap- 
propriation of $8,000,000. Whether or 
not there would be a concurrent decline 
in the personnel and funds available for 
state regulatory work is at least prob- 
lematical. 


Proposed Reform 


‘ relieve this situation, three iden- 
tical bills have been introduced in 
the present session of Congress.™ 
These bills have been endorsed and 
supported by the National Association 
of Railroad and Utilities Commission- 
ers, several individual commissions, 


ANALYSIS OF PERSONNEL AND PERSONNEL COSTS 


Costs 
$1,587,735 


Personnel 
5 


787 
782 


828 
793 
671 2,324,985 


Personnel Costs 
661 
687 
779 
835 
876 3,723 


1948 est 


1949 budget ... 643 
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and some municipal law officers. To 
date, however, there has been little no- 
ticeable support, even from the indus- 
try as a whole. This may be due to a 
failure to recognize the magnitude of 
the stake involved. It may be due to 
inertia pending outcome of the appeal 
from the East Ohio Gas Case decision, 
and congressional disposition of the 
bill for partial exemption of “produc- 
tion and gathering” companies. What- 
ever the explanation, there has been 
little industry support. 

These three reform bills mentioned 
provide exemption for two classes of 
local distributing companies : 

(1) The first is a company which 
purchases, sells, and delivers natural 
gas, within a particular state, for gen- 
era] public use, without resale. 

(2) The second is a company which 
purchases natural gas within a par- 
ticular state but sells part or all of it 
to one or more gas companies, mu- 
nicipalities, or government agencies, 
which in turn resell it for general use 
and consumption within the state. 


The bills further provide that the 
local gas companies so exempted 
should be “subject to regulation by the 
various states’’ so that there will be no 
gap in the regulating process, 

Similar bills were introduced in the 
80th Congress (1947), and testimony 
and statements were presented by spon- 
sors and by representatives of the Na- 
tional Association of Railroad and 
Utilities Commissioners. The chief en- 
gineer of the Illinois commission, the 
chairman of the Ohio commission, and 
counsel and president of the East Ohio 
Gas Company also testified. The New 
York commission and interested mu- 
nicipal law officers filed supporting 
statements. But these bills became tied 
up with the proposed exemption of 
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“production and gathering”’ activities. 
This legislation, after passing the 
House on July 11, 1947, and being 
recommended for passage by the Sen- 
ate subcommittee, was rejected by the 
full Senate Committee on Interstate 
and Foreign Commerce, 9 to 4, on May 
14, 1948, pending completion and study 
of the FPC’s natural gas investiga- 
tion.™* 


) oom so far in the 81st Congress 
has been even less auspicious, even 
though the amendments were sepa- 
rated from the controversial exemp- 
tion of “production and gathering” ac- 
tivities. A statement was made by the 
chairman of the House committee on 
April 26, 1949, that further hearings 
would be held on local distribution bills 
about a month later. While further 
hearings were held by the committee 
on the exemption of production and 
gathering activities, no testimony or 
statements were presented as to the ex- 
emption of local gas distribution com- 
panies under the Natural Gas Act, 

It is clear today that, whatever the 
decision of the Supreme Court in the 
East Ohio Case, passage of such legis- 
lation is required if an orderly system 
of unified state regulation—instead of 
duplicate Federal-state regulation—is 
to prevail. Due to the existing short- 
ages of manufactured and natural gas 
in individual states, state legislation is 
being enacted to force gas intercon- 
nections between adjacent companies. 
Provisions exist for the FPC to order 
such interconnections “if the commis- 
sion finds that no undue burden will be 
placed upon such natural gas company 
thereby.” 

If, for instance, a municipality with- 
in the territory of a local distribution 
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The Growth of the FPC 


i present FPC policies continue, perhaps in 1960 the commission 
will have a staff of 2,000 and an annual appropriation of $8,000,- 
000. Whether or not there would be a concurrent decline in the personnel 
and funds available for state regulatory work is at least problematical.” 





company were to take over the munici- 
pal distribution of gas within the city 
limits, a resale of gas would become 
effective, and this might also be true in 
a military reservation where gas was 
resold (by rent inclusion or “submeter- 
ing”) to personnel living on the post. 
Further, the mere fact of the existence 
of cross-country pipelines serving local 
distribution companies will facilitate 
gas exchanges between companies 
served by the common line. Therefore, 
even if a local distribution company 
should be exempted, initially, from 
Federal regulation (on the basis of the 
Supreme Court decision in the East 
Ohio Case, where the company partici- 
pates in no resale of gas even within 
the state), there is no assurance that it 
will remain in such an exempt posi- 
tion. 


HE interstate transmission of nat- 
ural gas is growing by leaps and 
bounds. Sooner or later many now iso- 
lated local gas distribution companies 


may at least enter into emergency con- 
nections with adjacent utilities, thus 
becoming part of an intrastate network 
subject to Federal jurisdiction. Such 
has been the comparable experience of 
the electric utilities. 

In some instances, the local gas dis- 
tribution companies may feel that be- 
cause emergency gas interchanges— 
often settled by a return of gas in lieu 
of repayment in money—are very 
small, the commission may apply “de 
minimis” considerations in exempting 
companies who resell a half or one per 
cent or less of their total gas to neigh- 
boring utilities, municipalities, or gov- 
ernment agencies. Such expectations 
have a very shaky foundation. In simi- 
lar instances, involving electric utili- 
ties under comparable provisions of the 
Federal Power Act, the commission has 
asserted jurisdiction on the basis of 
sales of as little as one-fifth of one per 
cent of the local distributing company’s 
total energy to an out-of-state utility.” 

At the moment, perhaps the plans of 


JAN, 5, 1950 


















local gas distribution companies to sell 
their high-pressure “stub lines” or turn 
over their resale customers to the cross- 
country pipelines already under FPC 
jurisdiction may afford a temporary 
palliative. 

Eventually, however, there seems 
little or no alternative to continued 
expansion of Federal regulation 
over local gas distribution companies, 
short of clear-cut legislative revision 
which would spell out the boundaries 
of FPC control. 


Conciusion 


6 dr a situation which permits 
duplicate Federal regulation over 
local distributing companies located 
within a particular state was never one 
contemplated by Congress is certain 


1 Federal Power Commission v. East Ohio 

Gas Co., Inc. No. 71, argued November 10, 
1949, to review USCA, DC, (1949) 77 PUR 
NS 97. 


2 See also § 5(b) of the act. 

$314 US 498 (1942) 42 PUR NS 53; 324 
US 626 (1945) 58 PUR NS 94. 

465 PUR NS 510 (1946). 


S Hearings before House Committee on In- 
terstate and Foreign Commerce, HR 4008, 
March 24, 25, 1937, 75th Congress, Ist Session, 
page 104. 


6 State Commission Jurisdiction & Regula- 
tion of Electric & Gas Utilities, 1948, FPC 
1948, pages 2, 3, 16, 17. 


7 The commission apparently relies, in this, 
on the case of East Ohio Gas Co. v. Tax 
Commission of Ohio, 283 US 465 (1931). 
There, the U. S. Supreme Court said that the 
transportation of out-of-state gas by high- 
pressure transmission lines of a company whose 
facilities were wholly intrastate was “essen- 
tially national—not local—in character” and 
only “when the gas passes into the supply 
mains . . . and loses nearly all its pressure does 
it pass out of interstate commerce and become 
a business of purely local concern.” (But see: 
Panhandle Eastern Pipe Line Co. v. Public 
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Footnotes 


from the hearings, committee reports, 
and congressional debates. Yet such is 
the obvious tendency under the ex- 
panded definition of “interstate com- 
merce,” as interpreted by the present 
Supreme Court. 

The states are able to and do effec- 
tively regulate the companies and sales 
and resales involved. Under the cir- 
cumstances, it cannot be said that the 
intent of Congress, under the Natural 
Gas Act, was to prohibit the exercise 
of such jurisdiction by the states, or 
substitute its assumption by the Fed- 
eral government.” 

Plainly, some legislative correction 
is necessary if the present system of 
state supervision of local gas distribu- 
tion companies is not to be swallowed 
up in the maw of Federal regulation. 


Service Commission of Indiana, 332 US 507 
(1947) 71 PUR NS 97. 
8 See Note 7 


9 Wheat, “Administration by the Federal 
Power Commission of the Certificate Pro- 
visions of the Natural Gas Act,” 14 George 
Washington Law Review 194, 207, 208 (De- 
cember, 1945). 

103 FPC 818 (1942), 4 FPC 877 (1945). 

114 FPC 418 (1943). 


12 Hearings on Amendments to Natural Gas 
Act, House Committee on Interstate and For- 
eign Commerce, 80th Congress, Ist Session, 
April, May, 1947, page 362. 

18 See Commissioner Smith dissenting in Re 
Colorado Interstate Gas Co., Opinion No. 182, 
November 2, 1949; Commissioner Draper dis- 
senting in Re Consolidated Edison Co., Opin- 
ion No. 181, October 27, 1949. 

14 But see in this connection Order No. 139, 
restricting the FPC’s own action in spite of 
jurisdiction conferred over “producers and 
gatherers” in Interstate Natural Gas Co. v. 
Federal Power Commission, 331 US 882 
(1947) 69 PUR NS 1. 


18 Excerpts from letter of March 10, 1945, 
to chairman of New York Public Service Com- 
mission, Natural Gas Investigation, Docket 
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G-580, Ex. 310, Q. 34. (Also Hearings on 
Amendments to Natural Gas Act, House Com- 
mittee on Interstate and Foreign Commerce, 
80th Congress, Ist Session, April, May, 1947, 
page 362.) 

16 Instead the FPC might ask permission 
to make its staff available to state commissions 
without the reimbursement required in § 17(c) 
of the Natural Gas Act. 


17 Contrast this with the FPC’s limitation 
on asserting jurisdiction over security issues 
regulated by a state commission under § 
204(£) of the Federal Power Act. 


18 172 F(2d) 222 (1949). 
19 Opinion No. 174, dated February 15, 1949. 
20 330 US 802 (1947). 


21 Excerpts from letter of January 11, 1945, 
to chairman of Federal Power Commission, 
Natural Gas Investigation, Docket G-580, Ex. 
310, pages 32, 33. 


22 Proceedings of National Association of 
Railroad and Utilities Commissioners, 1937, 
page 219. 


23S 1831; HR 4001, 4028. 


24 Proceedings of National Association of 
Railroad and Utilities Commissioners, 1948, 
page 78. 


25 Natural Gas Act, 7(a). No exemption 
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from jurisdiction by reason of any such man- 
datory interconnection is provided. 

26 Connecticut Light & Power Co. v. Fed- 
eral Power Commission, 324 US 515, 535 
(1945) 58 PUR NS 1; see, also, Jersey Central 
Power & Light Co. v. Federal Power Com- 
mission, 319 US 61 (1943) 48 PUR NS 129. 

27 Chairman Wolverton (Republican, New 
Jersey) of the House Committee on Interstate 
and Foreign Commerce (also a member of the 
committee when the original Natural Gas Act 
was passed) stated during the 1947 hearings 
on legislation similar to that now before Con- 
gress that such an amendment to the act would 
merely be carrying out “the original intent of 
Congress.” He added (page 371): 


I confess that frequently there has come 
to my attention as a member of this commit- 
tee, on which I served for so many years, 
action taken by Federal regulatory bodies on 
the basis of justification of the intent of 
Congress, that I have been astounded to 
realize the intent was so different in their 
opinion from what I knew would be the 
intent when the original act was passed. 
Probably it was due to lack of proper ex- 
pression in the legislation. When you con- 
strue intent I know of no one who is better 
able to express an opinion as to that than 
those who assisted in the drawing of the 
particular piece of legislation . . . 





The Toll of Deferred Maintenance 


<4 00 many men in management assume that American 
industry, on the whole, is marvelously equipped. This 








is due to the misconception that because a machine is still in 
good running order it is still a good machine. The fact is that 
the manufacturing plants of this country are still filled with 
machine tools of war and prewar vintage which have long since 
been obsoleted by postwar models and represent high-cost op- 
eration today. Delay in replacing these old machines by modern 
equipment that turns out more work for the consumer's dollar 
is acostly perpetuation of inefficiency. 

“Added to this is the assumption on the part of some labor 
leaders that new and better machines throw people out of work. 
This misconception, carefully fostered in the minds of machine 
operators, leads to resistance to the installation of new ma- 
chines, or to limiting output on the new machine to that of the 
machine replaced. By failing to get out of new models the full 
measure 7 productivity that has been built into them, labor is 
not only defeating its own long-term objectives but adding an 
inexcusable burden on the consuming public.” 

—TEtt Berna, 
General manager, National 
Tool Builders Association. 
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How Atomic Power May Affect 
Electric Power Systems 


It is now generally conceded that the impact of atomic fission 
on general business, commerce, and industry will probably 
take the form, in the beginning at least, of furnishing an alter- 
native source of fuel for generating electricity by conventional 
methods. Here is a general discussion of the economic and 
technical possibilities which are presently discernible in the 
matter of applying atomic power to our electric power systems. 


By WARD F. DAVIDSON* 


Introduction chanical power, thus obviating the 
need for electricity. 
































HIs article represents an attempt 


to analyze how and when the de- Two of these can be disposed of 
velopment of atomic power gen- ‘ather promptly. 
eration may affect electric power Starting with the last one, no means 
systems. are now known, and none has been 


Power systems may be affected in Suggested, for the direct conversion of 
three general ways: the energy released by atomic fission 


into light or mechanical power. The 

; importance of electric power, whether 

pee ager grates genes generated in large central stations or 

plants and, possibly, halt the further in small isolated plants, remains un- 
development of water power. challenged. 

2. Through the availability of simple What is the outlook for small and 
small units for “private plants” that ™oderate-size units suitable for sup- 
will meet the needs of large and plying the power needs of the present 
small industrial customers at costs commercial and industrial customers 
a possible for power of power systems? The very small bulk 
ad ‘ of nuclear fuels should favor that type 

3. Through the development of some of plant, for it would reduce greatly 
means for the direct conversion of many of the problems of fuel trans- 
ener ay te Tae ae ee portation and storage. The outlook is 

ike senldl'ien ie Dien thee bright, for there are serious ob- 

Editors.” stacles, both technical and economic. 
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Among these are the low efficiency of 
nuclear fuel utilization or the need for 
more costly special nuclear fuels for 
small units as compared with large 
ones; the probably excessively high 
unit cost of control equipment for 
small units; the relatively great bulk 
and weight of the shields necessary to 
protect personnel and equipment from 
radiation; the hazard of having ap- 
preciable amounts of highly radioactive 
material in proximity to factory space, 
for no man-made device is entirely 
free from the danger of failure. While 
these reasons are not enough to dis- 
pose, for all time, of the isolated 
nuclear power plant, they seem suffi- 
cient to push it into a dim and uncer- 
tain future, 


Bee brings us back to the possi- 
bilities of developing a nuclear 
power plant that will supersede fuel- 
burning power plants on electric power 
systems. The uncertainties here are so 
many and so large that it would be a 
venturesome person, indeed, who 
would attempt to offer detailed predic- 
tions. Considerable help in arriving at 
some estimate is possible, however, by 
listing the problems for which answers 
must be found if atomic power is ever 
to have an important influence on the 
national power picture. For some of 
these problems it will be possible to 
suggest the probable area in which the 
answer will be found; for many of 
them the uncertainties remain large. 
The problems are, first, technical— 
for until a practical power plant has 
been built the rest has no reality; they 
are, second, economic—for large-scale 
use is hardly conceivable unless atomic 
power plants can produce power at 
costs competitive with other means. 
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One might add that they are social 
and political—for, at least at the pres- 
ent time, much of the science and tech- 
nology of nucleonics, or atomic en- 
ergy, is subject to rigid control by 
Federal government agencies, and 
potential nuclear fuels are restricted by 
law to government use. 


Some Basic Facts 


N° method is known, and none has 
been suggested by competent 
scientists, for the direct production of 
electric power from the energy released 
by nuclear fission. On the other hand, 
large amounts of heat—equivalent to 
many thousands of kilowatts — are 
now being carried off as waste from 
nuclear reactors used for the produc- 
tion of material for bombs. In one 
sense the technical problem is that of 
modifying the reactor so that the heat 
from it can be used in a turbine to 
drive an electric generator. This, how- 
ever, is a great oversimplification. To 
get some understanding of its real 
character it will be necessary to review 
some fundamental considerations. 
That certain changes within the 
nucleus or core of an atom could result 
in the release of amounts of energy 
large in comparison with those asso- 
ciated with chemical reactions such as 
combustion had been known since the 
discoveries of radioactivity and ra- 
dium. However, these reactions gave 
little hope of providing useful sources 
of power both because the rate of re- 
action was comparatively slow and be- 
cause the rate could not be controlled. 
In 1939, experiments showed conclu- 
sively that some atomic nuclei can split 
into two fragments of comparable 
mass with an accompanying release of 
a large amount of energy which ap- 
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peared chiefly as heat. In engineering 
terms, the release was about 4x10” 
(forty thousand million) BTU per 
pound, or about three million times as 
much as from a pound of coal. This 
gave a new approach. Then, a few 
years later in a wartime laboratory, it 
was demonstrated that this “fission”’ 
process could be made a self-sustaining 
or a chain reaction. Until this very 
important step had been taken it had 
been about a case of keeping the fire 
going with matches, with a gross input 
of energy greater than the useful out- 
put. With a chain reaction a net useful 
output became a possibility. That this 
discovery had not been made earlier is 
further testimony to the fact that the 
fission chain reaction can take place 
only with a very few materials under 
very special conditions. 


] ‘HE rearrangement of atoms that 
takes place in a chemical reaction 
does not change the identity of the 


atoms. An atom of carbon, for ex- 
ample, remains an atom of carbon 
whether it is free or combined with 
hydrogen or oxygen or some other 
element. The forces that hold the 
atoms of a chemical substance together 
are pictured as being almost entirely 
due to interactions between electrons 
that move, something like the planets 
of the solar system, about a central 
nucleus or sun. Most of the mass of 


the atom is concentrated in this nucleus, 
with considerably less than 1/1,000 
part in the electrons. 

In fission, on the other hand, the 
nucleus of the atom splits into two 
parts forming nuclei for two new 
atoms. If the original atom is U-235— 
that is the isotope, or species, of 
uranium atom with a mass of 235 units 
—the fragments might be krypton and 
barium, or some other pair with about 
the same total atomic weight. This is 
a fundamental difference from a chem- 
ical reaction and the one which ex- 
plains the proportionally greater 
amount of energy that is released. 

Greater importance, for the imme- 
diate discussion, attaches to another 
difference. Fission is initiated by a 
neutron—an electrically uncharged or 
neutral particle—entering the nucleus 
of a uranium atom. The neutron is the 
match or detonator that sets off the 
fission. 

On fission the two parts of the 
original nucleus fly apart with tre- 
mendous velocities, and from one to 
three neutrons are ejected. It is these 
neutrons that we are most concerned 
with, for if conditions are right they 
may enter another uranium nucleus 
and so set off a new fission reaction. 
If, on the average, exactly one neutron 
from each fission causes a new fission, 
the rate will remain constant; if the 
average is larger or smaller than one, 
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“No method is known, and none has been suggested by com- 
petent scientists, for the direct production of electric power 
from the energy released by nuclear fission. On the other 
hand, large amounts of heat—equivalent to many thousands 
of kilowatts—are now being carried off as waste from 
nuclear reactors used for the production of material for 


bombs.” 
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HOW ATOMIC POWER MAY AFFECT ELECTRIC POWER SYSTEMS 


the rate will increase or decrease with 
corresponding rapidity. 

At one limit the action becomes ex- 
plosive, and the rate of energy release 
is so great that the temperature may be 
expressed in millions of degrees and 
the time in microseconds (millionths 
of a second); at the other limit the 
reaction ceases quite abruptly. The 
chief engineering interest lies, of 
course, in the mid-range or near the 
stable or constant rate condition. Re- 
duction in the rate may always be 
achieved by inserting into the zone 
where the reaction takes place some 
nonfissionable material which will ab- 
sorb neutrons and thus reduce the 
number which remains to produce fur- 
ther fission ; increase in the rate of re- 
action may be harder to achieve. 


Fundamental Design Problems 


Soe of the most difficult problems 
of nuclear reactor design arise in 
the imperative need to conserve neu- 
trons so that an adequate supply will 
be available to maintain the chain re- 
action, with a small excess to permit 
control. There are several ways in 
which neutrons can be lost: 


1. By escape from the reactor, for 
even the best neutron reflectors are 
only moderately effective. 

2. By absorption by “impurities” in 
the materials of the reactor. 

3. By absorption by U-238 without 
causing transmutation into neptunium. 

4. By absorption by fission products. 

5. By absorption by structural ma- 
terials and heat-transfer fluids within 
the reactor. 


Loss of neutrons by escape is less, 
percentilly, for large reactors than for 
small ones, and is less for spherical re- 
actors than for square or elongated 
ones. Also it is less for compact or 
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high-density reactors than for low- 
density reactors where a smaller pro- 
portion of the space is filled with fis- 
sionable material. 

Absorption of neutrons by “impuri- 
ties” in the materials of the reactor 
may be large and sometimes necessi- 
tates taking very special precautions in 
the selection of materials. 

Absorption of neutrons by U-238 is 
partially compensated for in some re- 
actors by the transmutation that leads 
to the formation of Pu-239. This will 
be discussed later. 

To limit the absorption of neutrons 
by fission products it is necessary to 
remove the fission products from time 
to time. As these will exist as an inti- 
mate mixture with the uranium, their 
removal requires taking the whole 
mixture—uranium and all—out of the 
reactor and subjecting it to complex 
chemical treatments to separate the 
waste from the unspent uranium 
which, for large-scale power, will be 
too valuable to throw away. Since the 
whole mixture is very radioactive, the 
processing plant must be designed for 
almost wholly automatic operation and 
to permit remote control of those op- 
erations which are not automatic. The 
chemical plant may be remote from the 
reactor, but the design of the reactor 
must provide suitable means for chang- 
ing the charge of the active materials. 

The need to limit neutron losses 
through absorption by the structural 
materials and the heat-transfer fluids 
places two heavy restrictions on the 
designer. For one, almost none of the 
common engineering materials is ac- 
ceptable because of the high specific 
absorption or large “capture cross- 
section,” and alternatives must be 
sought. For the other, the quantities 


JAN. 5, 1950 















PUBLIC UTILITIES FORTNIGHTLY 








The Relative Cost of Atomic Generators 


6é A LARGE, high-efficiency coal-burning power plant today will cost 

something like $190 per kilowatt. Of this, about one-half or, 
say, $100 per kilowatt would be needed for the part that would be dupli- 
cated in a nuclear power plant. There is not an adequate basis for a sound 
estimate of the other costs, but it may not be unreasonable to assume 


that they will be at least three times those of the coal-burning station.” 





of materials must be severely limited 
and this means using them at high 
stress. 


The Problem of Materials 


HE search for materials that meet 

these requirements is, in itself, a 
task of major magnitude. Even when 
the physicist has furnished data on the 
capture cross-sections of particular 
elements, only a start has been made. 
Few materials are suitable, in their 
pure state, for engineering applica- 
tion; most useful materials are alloys, 
just as steel is an alloy of iron and 
carbon with a number of other ele- 
ments. Equally, small amounts of im- 
purity may make the material useless 
for engineering purposes and, as we 
shall see, “impurities’’ may sometimes 
be formed within an alloy as a result 
of exposure to radiation. The investi- 
gation of these factors is both costly 
and time-consuming. After the metal- 
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lurgical laboratories have developed 
some alloys that satisfy the first set of 
requirements, it becomes necessary to 
investigate suitable methods for pro- 
duction and fabrication on an engi- 
neering scale. Aluminum was hardly 
more than a laboratory curiosity until 
the Hall process was invented and 
commercial production became pos- 
sible. 

After a new material has been pro- 
duced in trial processes the engineer 
must examine it to determine how it 
can be used. Just as a part to be made 
of cast iron must be differently shaped 
from one to be made from a chrome- 
nickel alloy steel forging, so one to be 
made from one of the new alloys—as 
yet unformulated — will require its 
particular shape and proportions, espe- 
cially if the amount of material is to 
be kept at a minimum. Then the de- 
sign and material, and the fabrication 
processes, must be verified to insure 
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adequate resistance to corrosion and to 
fatigue, for an unusually high degree 
of reliability is essential in reactor 
components. 


J, ws this brings up another group of 
problems. It is known ina general 
way that every material undergoes 
some change in its physical properties 
when subjected to neutron bombard- 
ment and radiation of the intensities 
existing in a nuclear reactor. However, 
only very limited data have been ob- 
tained, because adequate facilities for 
making the studies have not been in 
existence. : 

Moreover, the subject is a very 
complex one because in this case, 
again, it is not enough tn study the 
behavior of pure metals; the alloys 
themselves must be studied. It was 
noted before, that most engineering 
materials are alloys, and it is empha- 
sized that the valuable properties of 
alloys often depend on the amount and 
disposition of one of the minor alloy- 
ing elements. For instance, the total 
of all the alloying elements in high- 
strength aluminum rarely exceeds 6 or 
7 per cent, and yet the ultimate tensile 
strength of the alloy may be two or 
more times that of commercially pure 
aluminum. The tensile strength and 
resistance to fatigue and corrosion of 
such an alloy might be seriously im- 
paired by the alteration in the silicon 
content due to radiation, even though 
90 per cent or more of the aluminum 
remained unaffected, 

The problems to be assigned to the 
metallurgists are, therefore, both 


numerous and formidable. Before we 
leave the subject of materials and turn 
to problems more in the field of engi- 
neering, we should not overlook the 
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possibilities of help from the ceramics 
experts. Ceramics and glass, although 
among the oldest materials made by 
man, have been little used for engineer- 
ing purposes until recently, and even 
now their putential uses are only par- 
tially understood. However, ceramics 
cannot be looked on as direct substi- 
tutes for metals. To realize their full 
potentialities, the engineer must be 
ready to make quite radical changes in 
his design. 


Nuclear Fuels 


| hang proceeding to a considera- 
tion of some of the specific engi- 
neering problems of reactor design, we 
must divert to a short discussion of 
fissionable materials and nuclear fuels. 

The technical problems of both the 
designer and the operator of fuel- 
burning boilers would be made much 
simpler if basic fuels such as coal were 
first converted into gas in a separate 
plant, about which the power man had 
no concern or worry. Of course, in a 
practical way, such a solution of trou- 
blesome problems is never possible, for 
the question of costs—the total costs— 
cannot be ignored. In much the same 
way power reactor design could be 
made far easier if the designer could 
contemplate the use of concentrated 
uranium-235 or plutonium-239 rather 
than natural uranium, which contains 
only 0.7 per cent of fissionable U-235 
and about 99.3 per cent of nonfission- 
able U-238. Such a solution again 
evades the question of cost, and it also 
evades in some degree the question of 
adequate supply. 

The early designs for atomic bombs 
contemplated the concentration of the 
U-235 in natural uranium, and several 
elaborate and costly “isotope separa- 
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tion” plants were built, mostly at Oak 
Ridge, for accomplishing this. 

Experience with these processes has 
shown that the power requirements are 
so large that the amount of energy 
used in them is comparable to that 
available for power purposes in the 
finished product. Large-scale power 
production—which is our main inter- 
est here—if based on such methods 
would merely introduce a new step in 
the cycle and not result in any reduc- 
tion in the use of coal, oil, natural gas, 
or water power. Clearly, such argu- 
ments as this are of minor importance 
for a limited number of special power 
applications, such as for the propul- 
sion of navy vessels, and they are with- 
out force when considering bomb 
materials. 


is very fortunate that the possibili- 
ties do not end here, and that 
nuclear reactions are known which give 
promise of making it possible to utilize 
the U-238 as well as the U-235. These 
reactions, as used in the processes for 
the production of bomb material, in- 
volve several steps. In the first step, 
a neutron released by the fission of an 
atom of U-235, after being slowed 
down by successive collisions with 
nuclear particles such as the nuclei of 
carbon atoms, enters an atom of U- 
238, which then becomes an atom of 
U-239. In the next step the U-239 
emits a beta particle, or electron, to 


become an atom of neptunium-239, 
and then, by another like radioactive 
transformation, the Np-239 trans- 
mutes into plutonium-239. This end 
product is fissionable in the same way 
as U-235, and it can be used to “re- 
cycle” the process. Moreover, since 
more than one neutron, on the average, 
is released on the fission of each atom 
of U-235, the possibility exists, if the 
loss of the neutrons can be made small 
enough, that the number of new atoms 
of Pu-239 will be greater than the 
number of atoms of U-235 destroyed 
by fission, and that there may be an 
actual increase in the quantity of fis- 
sionable material, with the nonfission- 
able U-238 providing the substance or 
mass. 

There is also an analogous series 
of nuclear reactions by which fission- 
able U-233 can be produced from non- 
fissionable thorium-232. These “breed- 
er” reactions offer the hope of being 
able to increase the potential supplies 
of nuclear fuels by a factor of 140 or 
even more. 


_ as so often happens, this 

gain is not without its price. To 
get the maximum breeding of new 
fissionable materials, neutron losses 
must be kept to the very minimum, and 
this is incompatible with meeting the 
design requirements for a power re- 
actor, particularly as to those for heat 
transfer and for control. 


e 


some change in its physical properties when subjected to 


q “It is known in a general way that every material undergoes 


neutron bombardment and radiation of the intensities ex- 
isting in a nuclear reactor. However, only very limited data 
have been obtained, because adequate facilities for making 
the studies have not been in existence.” 
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General Reactor Design 


| juni a tentative list at hand of 

materials that do not have large 
neutron capture cross-sections and 
that show adequate stability when ex- 
posed to radiation, and with some de- 
cision as to the kind of nuclear fuel to 
be used, the engineer may make a start 
by outlining a preliminary design. 

Extreme compactness is essential to 
insure needed conservation of neu- 
trons, and this means high rates of heat 
transfer and high mechanical stresses, 
both of which are incompatible with a 
high degree of reliability. Because of 
the extreme difficulty, which may 
amount in some cases to the absolute 
impossibility, of making repairs to a 
reactor after it has been put in opera- 
tion and become radioactive, every 
practical means must be taken to in- 
sure against failure of any parts. But 
as perfection in this is unattainable, the 
design must make provision for some 
maintenance and repair work. 

At this point we will return, for 
purposes of illustration, to the Han- 
ford type of reactor, but keep in mind 
all the while that the final design may 
be for a quite different reactor. 

In the Hanford reactors, uranium 
bars, sealed in closely fitting aluminum 
tubes, are inserted into other tubes 
which line holes running through 
blocks of graphite “moderator.” Wa- 
ter is circulated through the annular 
space around the “slugs” and inside the 
tubes to carry off the heat. Although 
the total heat is equivalent to many 
thousands of kilowatts, it is not usable 
in a turbine because the temperature is 
too low. 

A basic concept of great importance 
in designing heat engines—and steam 


or gas turbines are heat engines — is 
known as Carnot’s principle. This 
states that the maximum efficiency at 
which any simple heat engine can 
transform heat into mechanical power 
is dependent on the range of tempera- 
ture of the working fluid (steam or 
gas) according to formula’ where T: 
is the initial (or higher) temperature 
and Ts is the final (or lower) tempera- 
ture. For this use the temperatures 
must be expressed on the absolute 
scale for which the numbers are 460 
greater than for the Fahrenheit scale. 


lin see more clearly what this means, 
we may assume quite favorable 
conditions, as with cooling water from 
a river or lake available for condensers 
at 75 F. (535 R). With steam at 350 
F. (corresponding to a pressure of 120 
psig), the maximum attainable effi- 
ciency would be 25 per cent and the 
actual efficiency considerably below this 
figure because of unavoidable mechan- 
ical and heat losses. With air cooling, 
as would be used with many gas tur- 
bines, the final temperature might be 
above 300 F., and to attain an actual 
(rather than theoretical) efficiency of 
25 per cent the initial temperature 
would have to be above 1,000 F. 

One way to get higher temperatures 
from the Hanford reactors would be 
to reduce the flow of water until there 
was steam generation. This, however, 
is open to a number of very serious ob- 
jections, prominent among which is 
the fact that the steam, because its 
density is lower than that of water, will 
have a lower specific absorption for 
neutrons and this difference may be 


1 The formula may be expressed as follows: 


Per cent efficiency = 100 ——. + . 
1 
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A Real Ash Disposal Problem 


“re disposal of radioactive wastes presents many problems for 
which solutions may be found only by distance from centers of 
population. This does not mean that the power plants must be located 
in remote regions for there is the possibility of shipment in suitably 
shielded cars or ships, but the costs of such operation cannot be ignored.” 





great enough to cause very serious dis- 


turbances in the operation of the re- 
actor. Increasing the pressure so as to 
permit reaching higher temperatures 
without steam formation is not an im- 
mediately acceptable alternative, be 
cause this would necessitate thicker 
walls for the tubing and a greater 
weight of inactive metal in the re- 
actor. 


Heat Transfer a Problem 


AN evaluation of possible heat- 

transfer fluids presents complex 
and difficult problems because of the 
many factors that are involved. Gil- 
liland (The Science and Engineering 
of Nuclear Power, Volume I (book), 
chapter on “Heat Transmission,” Ad- 
dison-Wesley Press, Cambridge, Mas- 
sachusetts, 1947) has made an inter- 
esting start. Taking into account vari- 
ous physical properties such as specific 
heat, thermal conductivity, density, 
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viscosity, which influence heat transfer 
and the power necessary to circulate 
the fluid, he has developed two sets of 
parameters which give measures of the 
relative merits of different fluids. He 
then calculated the values of these 
parameters for 21 gases and vapors and 
for 15 liquids and molten metals. A 
study of these values and of data on 
neutron capture cross-section led him 
to select four media for further study. 
They are helium, water (in spite of 
the objections noted above), molten 
cadmium, and molten lead. Other in- 
vestigators have added air and some 
eutectic mixtures involving lead. 

The inclusion of molten metals in the 
list may seem strange because it is ob- 
vious that they cannot be used directly 
in a turbine or heat engine. The justi- 
fication comes from the fact that a “2- 
stage” heat transfer system will prob- 
ably be necessary in any case. With 
this system one fluid, which does not 
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vaporize, circulates through the reac- 
tor where it picks up heat and then 
through a steam generator or heat ex- 
changer where it gives up that heat to 

ake steam which will be used in a 
steam turbine to heat gas which will be 
used in a gas turbine. This arrange- 
ment has the great and overriding 
advantage of providing isolation of the 
turbine and its auxiliaries from the 
radioactivity which the fluid circulat- 
ing through the reactor will acquire. 
Without it, turbine parts would soon 
become radioactive or so contaminated 
by radioactive materials that usual 
procedures for making operating ad- 
fjustments and repairs would have to be 
replaced by others using remote con- 
trol robot devices. It does not, how- 
ever, wholly avoid problems of this 
kind for there must be pumps or blow- 
ers for circulating the fluid in the first 
circuit and these must tolerate the 
radioactivity. 


es a final selection of the heat- 
transfer fluid can be made it will 
be necessary to reéxamine the ques- 
tion of structural materials and par- 
ticularly those used in the active zone 
of the reactor. In addition to the re- 
quirements previously noted, the mate- 
rials must meet some others. They 
must not be corroded or attacked se- 
verely by the heat-transfer fluid; they 
must have low specific neutron absorp- 
tion ; they must have adequate strength, 
especially at high temperatures; they 
must have adequate thermal conduc- 
tivity ; they must be capable of fabrica- 
tion; they must have good stability 
when exposed to radiation. No com- 
mon engineering material begins to 
meet all these requirements, which are 
sometimes conflicting, and progress in 


the development of power reactors is 
dependent in a large degree on the suc- 
cess of the metallurgists in meeting the 
challenge thus put to them, 


Means for Replenishing the Charge 


\, pega detail of reactor design 
that requires careful study is the 
means for removing the partially spent 
charge and replacing it with new ac- 
tive materials. The fission products are 
generally active neutron absorbers so 
that it is important that they not be al- 
lowed to accumulate unduly. Also de- 
pletion of the charge reduces the level 
of activity so that the chain reaction 
will cease before all the charge has 
been used up. In the Hanford reac- 
tors bars or slugs of uranium, in their 
aluminum cases, are removed from 
time to time and replaced by fresh 
ones. Such a process seems, however, 
to be ill-adapted to a power reactor and 
a continuous process of some kind 
would offer many advantages if it 
could be devised. Such a process might 
be looked upon as analogous to the con- 
tinuous feed of coal in a stoker or ina 
pulverized coal burner which has re- 
placed intermittent hand firing in mod- 
ern coal-burning power plants. The 
partially spent charge would be sent to 
a chemical processing and reclaiming 
plant, as was noted before. 


Control 


oo. control of the reactor is 
accomplished by moving rods of 
neutron absorbing material into or out 
of the active zone. Cadmium has been 
generally used because it is a particu- 
larly effective absorber of neutrons 
and the control rods can therefore be 


small. Actually the control presents 
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many very difficult nroblems. The 
control of the neutrons so as to control 
the fission rate cannot be concentrated 
at one convenient point, but must be 
distributed throughout the reactor if 
local zones of excessive temperature 
are to be avoided. The control system 
must also be responsive to changes in 
neutron flux density which take place 
rapidly, and not depend wholly on tem- 
perature of the heat-transfer fluid or 
on changes in steam pressure which 
take place more slowly. Additionaily, 
the control system must include a large 
number of instruments and detectors 
to give warning of failures of one kind 
or another, such as the development of 
leaks of heat-transfer fluid, or the es- 
cape of radioactive gas. 

The control and protective systems 
will therefore require a large array of 
instruments and  servomechanisms, 
Some will be of rather conventional 
type, possibly modified to give better 
life when exposed to radiation, but a 
large part will require new develop- 
ments. That the problems can be 
solved is demonstrated by the success- 
ful operation of a number of large re- 
actors used for the production of bomb 
materials, yet the opinion has been ex- 
pressed in a recent paper (Cochran, D. 
and Hansen, C. A.—“Instrumentation 
for a Nuclear Reactor,” Nucleonics, 
Volume 5, No. 2, pages 4-11, August, 
1949) | that finding a satisfactory solu- 
tion may be crucial to the future of 
nuclear power. 


e 


Shielding 


HE need for heavy shielding to 

protect personnel and equipment 
from injury or damage due to radia- 
tion has been mentioned in nearly every 
discussion of atomic energy. Gamma 
rays, which are similar to X-rays, and 
neutrons are the most difficult to deal 
with for they are not stopped com- 
pletely by any thickness of shield, and 
the design must be based on a toler- 
able residual intensity. In designing 
the shielding for a reactor, a large 
amount of ingenuity is necessary to 
devise means for insuring the effec. 
tiveness of the shield and, at the same 
time, providing means for making con- 
nections, installing instruments, and so 
forth. Provision must also be made for 
essential maintenance operations. 

The shielding problem, however, 
extends beyond the reactor. The heat- 
transfer fluid will become radioactive 
and, in turn, may induce radioactivity 
of somewhat less penetrating types in 
materials with which it comes in con- 
tact. Thus, the first heat-transfer cir- 
cuit and all the equipment associated 
with it will require some shielding, 
again with provision for access for 
making maintenance repairs. 

So long as the heat exchanger or 
steam generator does not develop any 
leaks, the tube walls will form an ade-§ 
quate barrier to isolate the steam ot 
gas system, but it will be unsafe not tu 
make some provision for dealing with 
the situation if a leak should occur. 


the development of large nuclear power plants, but it is by 


q “THERE appear to be no unsurmountable technical barriers to 


no means clear that such plants can offer anything like as 
great economic advantages as have often been predicted.” 
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Steam Generator and Some 
Auciliaries 


HE steam generator itself presents 
some new problems. For one, the 
maneed for keeping to a minimum the 
volume of fluid in the first heat-trans- 
fer circuit points to the desirability of 
using high rates of heat transfer, and 
-Mthis, in turn, means that particular care 
must be taken to insure continued 


-M cleanliness of the surface and freedom 


from sludge and. scale deposits. For 
another, it means that there must be 
carefully planned arrangements for 
Mtreating the feed water and condition- 
ing the boiler water. It means, too, 
-Bprovision of adequate facilities for in- 
spection and periodic cleaning, 


If molten metal is used as the heat- 
transfer fluid, provision must be made 
for draining the system on shutdown 
or for melting the metal in place when 
starting up. If air is used, attention 


ity must be given to the safe discharge 


back into the atmosphere, for there 


“Bwill be a moderate amount of radio- 


activity. Extensive studies dealing 
with this last problem are now under 
way at the Brookhaven National Lab- 
oratories (Beers, Norman R., Stack 
Meteorology and Atmospheric Dis- 
posal of Radioactive Waste, Nu- 
Ycleonics, Volume 4, No. 4, pages 28-38, 

April, 1949). 

We now turn our attention to the 
power plant. What will it look like? 
There are no compelling reasons why 
the turbogenerators and the switchgear 
should differ greatly from those of 
fuel-burning power stations. Possibly 
they will be a little larger because of 
the advantages of large reactors, but 
that is about all. The real differences 
will be in the steam - generating 


equipment and the facilities for fuel 
handling. 

Instead of large steam generators, 
often of impressive height, there will 
be a much smaller cubic reactor encased 
in a massive concrete and metal shield 
and another unit, the steam generator, 
in a less massive shield. There will be 
circulating pumps to handle the molten 
metal heat-transfer fluid or blowers if 
air is used. In either case, these will be 
large units, for present studies all indi- 
cate that the power requirements will 
be large because of the high velocity at 
which the fluids must be circulated 
through constricted passages. Boiler 
feed pumps will be conventional. 

There will be no coal-handling 
equipment and no coal pulverizer; 
there will be no air preheaters; there 
will be no dust collectors; there will 
be no ash-sluicing or slag-tap system. 
Instead there will be massive contain- 
ers, probably lead lined, for handling 
the partially spent charge and remov- 
ing it to the distant—or near-by— 
chemical plant; there will be less mas- 
sive containers for handling the re- 
plenishing charge. 

The control room will be more 
elaborate than in the fuel-burning 
counterpart, and will have more inter- 
locks and automatic features. 


Costs 


we will this power plant cost? 
A large, high-efficiency coal- 
burning power plant today will cost 
something like $190 per kilowatt. Of 
this, about one-half or, say, $100 per 
kilowatt would be needed for the part 
that would be duplicated in a nuclear 
power plant. There is not an adequate 
basis for a sound estimate of the other 
costs, but it may not be unreasonable 
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to assume that they will be at least three 
times those of ihe coal-burning station. 
This gives a figure of $370 per kilo- 
watt for the complete nuclear power 
station. 

How will operating costs compare? 
The largest item for coal-burning sta- 
tions is fuel. For the nuclear station 
the costs could conceivably be far low- 
er, if—and this is an important “if”— 
ample supplies of uranium ores are 
found and #f it is found possible to re- 
duce greatly present costs of reclaim- 
ing and reprocessing the partially 
spent uranium. (At some later date, 
thorium may enter the picture as an 
alternative to uranium.) About the 
best that one can do now is to say that 
under present conditions uranium as a 
fuel for power plants is much more 
costly than coal, but at some later date 
it may become somewhat less expen- 
sive. As to other operating costs, it 
seems clear that until there has been 
extensive experience with nuclear 
power plants, labor, supervision, main- 
tenance, and repair are all likely to be 
higher than for coal- or oil-burning 
stations. 


Some Factors Influencing Costs 


T must be kept in mind in any at- 
tempt to draw conclusions from 
these figures—and they are at best 
only the roughest sort of guess—that 
they have been set up on the assump- 
tion that the power plant was a single- 
purpose development. If, as seems not 
unlikely, power plants are built as part 
of a multipurpose development, then 
the allocation of common costs, which 
is to some extent quite arbitrary, may 
alter the picture, 

There are, however, some additional 
considerations. In making a compari- 
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son of nuclear and fuel-burning power 
plants, it should not be assumed that 
they can be placed on sites equally ad- 
vantageous with relation to the load. 
Until years of successful operation 
have proved their reliability, no pru- 
dent engineer would place a large 
nuclear power station in the heart of a 
large city or in densely populated or 
industrially very important areas, The 





ever present chance, however small, 
that something might go wrong and 
release large amounts of intensely 
radioactive material would dictate sites 
in areas where a failure would be less 
disastrous. This may necessitate add- 
ed transmission, the costs of which 
must be considered. 

The large size of nuclear power 
plants may operate to their disadvan- 
tage in regions of low-load density for 
no single small area such as a city may 
have enough load to justify such a sta- 
tion and adequate load could be found 
only by supplying other areas through 
a transmission system, the costs of 
which must be taken into account. 

The disposal of radioactive wastes 
presents many problems for which so- 
lutions may be found only by distance 
from centers of population. This does 
not mean that the power plants must 
be located in remote regions for there 
is the possibility of shipment in suit- 
ably shielded cars or ships, but the 
costs of such operation cannot be 
ignored. 


in regardless of what costs 





may be for nuclear fuels, the 
energy per unit weight is so great— 
about three million times that of coal— 
that shipping costs of the uranium will 
be practically negligible as compared 
with those for coal or petroleum or 
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transmission costs for natural gas. 
(This does not apply to the partially 
spent charge which must be handled in 
very heavy shields.) Therefore, in the 
absence of tariff barriers and artificial 
price control, the fuel cost will be the 
same at any place in the world. - Air- 
craft and surface vessels might, in 
theory, be made free from the high 
price they must now pay for carrying 
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their fuel with them. 

This advantage must not be con- 
fused with one that has sometimes been 
claimed for nuclear power plants. It 
has been suggested that they offered 
particular advantages in areas where 
adequate supplies of condenser-cooling 
water were not available in lakes or 
rivers, but this does not meet the test 
of critical analysis. As a heat engine—a 
steam turbine or a gas turbine—is re- 
quired in either a nuclear or a fuel- 
burning plant, the conversion efficiency 
will be influenced equally by the avail- 
ability or lack of cooling water. High- 
er final temperatures mean lower effi- 
ciency, larger turbines, larger steam 
generators, iarger reactors, and so 
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forth, and they mean higher fuel con- 
sumption. All that can be said with 
certainty is that at some time in the 
future nuclear power plants may not 
be influenced as adversely as fuel-burn- 
ing power plants by lack of natural 
cooling water supplies. 


Summary 


ely summarize: There appear to be 
no unsurmountable technical bar- 
riers to the development of large nu- 
clear power plants but it is by no means 
clear that such plants can offer any- 
thing like as great economic advan- 
tages as have often been predicted. In 
fact the outlook, as to costs, even if the 
enormous development costs were to 
be charged entirely to other projects, is 
such that one would not expect rapid 
large-scale inroads of nuclear power 
into the picture of industrial power 
production. 

At most nuclear power plants might 
represent the bulk of the new capacity 
and thus be a supplement to rather than 
a substitute for power from coal, oil, 
gas, and water power. 





COVE believe it our duty to direct your attention to the 
activities of the Federal government tending toward 
the socialization of the electric power industry. 

“While such activities have been under way for some thirty 
years, usual efforts are now being exerted to accelerate them 
and the government is presently considering the appropria- 
tion of large sums for the construction in various areas of gen- 
erating plants and transmission facilities. 

“The managements of electrical utility companies, generally, 
are doing what they can to protect their investors and their con- 
sumers from the adverse consequences of such government 


action. 


“While there is as yet no direct threat of government competi- 
tion in the area served by your company, if the present trend 
continues such competition may develop here as it has else- 


where.” 


—STuART COOPER, 
President, Delaware Power & Light Company, 
in a report to stockholders. 


39 


JAN. 5, 1950 





Depreciation—Factors 


And Ratios 


ILL STANLEY, vice president of 

Southwestern Public Service, has 
written “A New Look at Public Utility 
Depreciation Reserves” for the Analysts 
Journal (third-quarter issue, page 15). 
He feels that the present rapid expan- 
sion program, and especially the wide 
variance in the degree of expansion be- 
tween different companies, makes it 
worth while to review our ideas on the 
subject. 

It is generally assumed by the compa- 
nies, the regulatory commissions, and the 
accounting profession itself that the de- 
preciation reserve is intended to retire 
all property items at the expiration of 
their useful life. This means that each 
item must be assigned a useful life ex- 
pectancy, but since accurate records have 
not always been kept in the past it is fre- 
quently difficult to determine the exact 
expired life of the older properties. For 
this reason, Mr. Stanley points out, fi- 
nancial analysts have fallen into the habit 
of using rule-of-thumb tests of the ade- 
quacy of a depreciation reserve, by re- 
lating it to the gross property account, 
and then comparing the ratio with the 
average for all utilities, Another test is 
the ratio of the combined maintenance 
and depreciation expenses to revenues. 

It is really an engineering job to 
analyze the adequacy of the depreciation 
reserve, and analysts lack the engineer- 
ing knowledge as well as the opportunity 
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to make such a study. Hence the use of 
rule-of-thumb ratios, which afford mis- 
leading conclusions in some cases. 

As a practical matter, actual property 
retirements in most years and for most 
utilities are much less in dollar amount 
than the annual depreciation accruals. 
Also, it is generally true that electric util- 
ity companies spend considerably more 
for construction of new facilities each 
year than the amount of property retired 
from service in that year, so that there 
is a constant increase in both gross and 
net plant account. 

Assuming an average 5 per cent in- 
crease in plant account per annum, with 
retirements equaling about 40 per cent of 
depreciation accruals, the reserve ratio 
would remain about constant. But the 
current rate of expansion is estimated 
around 8-10 per cent for all electric utili- 
ties, while utilities in certain sections of 
the Southwest and the Far West may 
considerably exceed this rate. Some com- 
panies now have plant account of which 
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half or more represents construction 
within the last five or six years, while 
others contain a much smaller propor- 
tion of recently constructed facilities. 
Thus while a rapidly expanding utility 
may have an average reserve of only 14 
per cent, the portion of the reserve ap pli- 
cable to the older properties may work 
out at about the same percentage as the 
over-all ratio for a company with only 5 
per cent growth. (See accompanying 
table.) Mr. Stanley suggests the follow- 
ing statistical solution: 


1, Select some reasonable period for 
which complete and accurate construc- 
tion records are readily available. 

2. Allow a reasonable accumulated 
depreciation for the newly constructed 
property. 

3. Test the adequacy of the accumu- 
lated depreciation reserve by the per- 
centage of the accumulated deprecia- 
tion applicable to the older properties. 


Proper compensation would thus be 
given for the “growth” factor, and fairer 
comparisons of the depreciation reserves 
could be arrived at as between the vari- 
ous companies in the electric industry. 


NFORTUNATELY, the average Wall 
Street analyst must leave even such 

a simple solution as that suggested by Mr. 
Stanley to the financial services and engi- 


neering firms which have adequate data 
and the necessary personnel to develop 
these yardsticks. But Mr. Stanley’s em- 
phasis on the age factor raises the possibil- 
ity that more data may become available 
on the average age of the generating 
plants. Some prospectuses, but not all, 
show the year in which each generating 
plant was installed, as well as the effective 
capability and net station output (for a 
twelve months’ period ) of each plant. Any 
analyst who is willing to spend a few 
minutes’ time with a slide rule can work 
out an average age for the entire plant, 
based on age weighted by output (or ca- 
pacity if output is not available), The 
SEC should be persuaded that such data 
are important for the investor, in study- 
ing the adequacy of the depreciation 
ratios, and that they should be made 
available in every prospectus. 

But of course generating plants are 
only about one-quarter or one-third of 
the total plant investment. Depreciation 
applies to almost the entire plant, exclud- 
ing land. Another approach, therefore, 
would be to determine the increase in 
gross plant account during a certain pe- 
riod of years, to determine how much of 
the plant had been installed before and 
after a given year such as 1940 or 1945. 
Such comparison would have the advan- 
tage of including all kinds of property 
units, but on the other hand would be 
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Plant Additions within 


Past 5 Years— 
Weighted Average 
Life of 2 Years 


Plant Additions 
Prior to Past 
5 Years 


Total 
Plant 


Company A, Slow Rate of Recent Growth 


Gross plant 
Accumulated depreciation 


Percentage of accumulated deprecia- 
tion to gross plant 


Gross plant 
Accumulated depreciation 


Percentage of accumulated deprecia- 
tion to gross plant 


48 23.8 
Company B, Rapid Rate of Recent Growth 
$520,000 


24.960* 


48 23.96 


; $800,000 $1,000,000 
9,600* 190,400t 200,000 


20.0 
80,000 $1,000,000 
115,0407 140,000 


14.0 


*Rate of depreciation multiplied by weighted average expired life multiplied by dollar amount 


of plant constructed within five years. 


Total accumulated depreciation less portion applicable to plant additions within past five 


years, as computed in footnote above. 
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subject to errors, due to (1) varying 
construction costs in different periods of 
time, (2) arbitrary reductions in plant 
account at different times to eliminate 
write-ups, or reduce to an original cost 
basis; (3) retirement of large units of 
older property; (4) property sales and 
acquisitions. However, such a compari- 
son, while by no means accurate, might 
afford some basis for a better appraisal 
of the rule-of-thumb depreciation ratios 
for different companies, along the lines 
suggested by Mr. Stanley. 


Methods of Utility Financing 
Used in 1949 


g py accompanying table is based on 
a report of the Public Service Se- 
curities Committee and is compiled from 
information in the /nvestment Dealers 
Digest. It includes all utilities, not mere- 
ly electric utility companies. Total utility 
deanting during the eleven months end- 
ing November 30, 1949, aggregated $2,- 
642,000,000 compared with $2,495,000,- 
000 in the corresponding period of 1948, 
an increase of 6 per cent. The volume of 
debt financing was 9 per cent below last 
year, but preferred stock issues showed 
a gain of 30 per cent in dollar amount, 
and common stock issues were up 175 per 
cent. 

There were 302 separate issues this 
year compared with 219 last year—185 
bond issues (of which, however, 107 
were privately placed), 44 preferred 


=z 


stock issues, and 73 common stock offer- 
ings. Because of the huge size of the 
American Telephone and Telegraph f- 
nancing, the percentages for kinds of se- 
curity issue are shown in two ways: 


Includ. Exclud. 
Am. Am. 
Percentages: T.£05. T.@ 2h. 
Debt Securities . 74% 69% 
Preferred Stocks . 9 10 
Common Stocks . 17 
100% 100% 


* 


Wall Street Analyses of 
Utility Securities 


K™ & Co., engineers, has pre- 
pared a special report on hydro- 
electric power companies which states 
“They: have emerged from the wartime 
inflationary period without impairment 
of earning power and they would hold 
certain cost advantages in an era of ris- 
ing wages and fuel costs . . . provided 
that other factors such as public com- 
petition, regulation, and rates charged for 
electricity were all favorable. . . . Stream 
flow, dependability, volume of water, and 
other factors are important and many 
low head plants are extremely efficient 
and have huge capacities.” 

It does not stress, however, the disad- 
vantage under which many hydroelectric 
companies have suffered in recent years 
—there are a few exceptions, such as 
Idaho Power—the necessity of operating 
high-cost stand-by steam plants, or pur- 
chasing power from other utilities, when 


METHODS OF UTILITY FINANCING JANUARY 1-NOVEMBER 30, 1949 





Millions of Dollars 
Debt Pref. Common Total Secur. 

Method of Sale Secur. Stocks Stocks Mill. PerCent 
Sold competitively ............. $1,025 $ 74 $113 $1,212 46% 
ED ede sh ae. She ee kts <-0 31 143 224 398 15 
Dealer-manager basis .......... — — 57 57 2 
Offered stockholders** ........ 394* a 56 450 17 
NS errr 516 9 a 525 20 

PE hide tectéeeasduedens $1,966 $226 $450 $2,642 100% 





*American Telephone and Telegraph issue, offered to stockholders without underwriting. 
**Without underwriting. 
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a drought reduces the supply of stored 
water. In recent years this has resulted 
in considerable irregularity of earnings 
for some companies, partly because low 
water conditions coincide with high 
prices for fuel, and with a shortage of 
efficient steam capacity, 


ERR & Co. gives statistics for 
twenty utility companies with.sub- 
stantial hydro power, and adds some brief 
engineering comment on each company, 
but without attempting any detailed earn- 
ings analysis. The list includes, in order 
of hydroelectric capacity : 


Pacific Gas & Electric 
Southern California Edison 
Niagara Mohawk Power 
Southern Company 
Washington Water Power 
Duke Power 

Montana Power 

New England Electric 

New England Public Service 
Union Electric 

Carolina Power & Light 
Puget Sound Power & Light 
South Carolina Electric & Gas 
Utah Power & Light 

Idaho Power 
California-Oregon Power 
Portland Gas & Electric 
Pacific Power & Light 
California Electric Power 


Kerr & Co.’s study of International 
Utilities Corporation is of special inter- 
est because of that company’s stake in 
the Canadian oil and gas boom. The com- 
pany controls two integrated natural gas 
subsidiaries, and its electric utility oper- 
ates in Alberta, the fastest-growing area 
in Canada since the LeDuc field was dis- 
covered, Oil reserves in the Province are 
estimated at 1.5 billion barrels and natural 
gas at 6 trillion cubic feet. Natural gas 
deliveries in the International Utilities 
system increased 27 per cent in the last 
two years, while electric sales were up 
36 per cent. Owned and dedicated re- 
serves are considered ample. The com- 
pany has been offered a half interest ina 
syndicate which is considering construc- 
tion of a natural gas line to Winnipeg. It 
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is participating in the oil boom through its 
18 per cent interest in Anglo-Canadian 
oil, According to Kerr, “final 1949 earn- 
ings should reflect increased sales and a 
13 per cent increase in rates for Canadian 
Western Natural Gas, effective July 1, 
1949, and foreign exchange losses should 
be more than offset. Capitalization is well 
balanced and the financial position 
strong.” The report includes five pages of 
printed text and a map of the properties. 


pes SECURITIES CORPORATION has 
prepared a 32-page brochure on 
Texas Utilities Company with numerous 
tables, charts, and a 2-page map. One of 
the charts uses a rather unique method of 
comparing changes in average residential 
consumption and revenues per kilowatt 
hour, The rate is represented on the ver- 


tical scale, and consumption on the hori- § 


zontal scale. The lines showing the trend 
of these two figures for the subsidiaries of 
Texas Utilities are compared with those 
of Houston Lighting & Power, Gulf 
States, Central & South West, and South- 
western Public Service. The charts show- 
ing revenue percentage gains for 1948 
compared with 1940 show that Texas 
Utilities has gained 106 per cent com- 
pared with 77 per cent for the industry. 
(Middle South gained 107 per cent, Cen- 
tral & South West 101 per cent, and 
Southern Corporation 94 per cent.) Con- 
clusions reached are as follows: 


(1) The territory served by the sys- 
tem has experienced a greater-than- 
average expansion in population and 
income, particularly income from oil 
and natural gas. (2) Industrial devel- 
opment has been exceptionally rapid 
during the last decade and most of it 
has been among small, diversified en- 
terprises. (3) The system has a sound 
capital structure, which should enable 
it to raise needed construction funds 
on a favorable basis. (4) Earnings 
have consistently provided an adequate 
return on capital at rates to consum- 
ers which correspond closely to those 
of other companies in the Southwest. 
(5) Latest reported earnings do not 
represent a return on the present capi- 
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talization equal to that which has been 
typical of the system in the past. (6) 
The system should continue to grow in 
size and earning power, at a more 
rapid rate than the electric utility in- 
dustry as a whole, 


Several firms have issued descriptions 
of Niagara Mohawk Power, the newly 
merged operating subsidiary of Niagara 
Hudson Power, First Boston Corp., in 
its 8-page study, points out that the com- 
pany and its subsidiaries will have reve- 
nues of $140,000,000 and capacity close 
to 2,000,000 kilowatts, so that it will rank 


among the five or six largest companies. 
Electric service will account for 89 per 
cent of revenues, and will be furnished 
at low rates through an interconnected 
network to a population of 2,750,000 in- 
cluding the cities of Buffalo, Syracuse, 
Utica, Schenectady, Albany, and Troy. 


. Ee plant account, from which all 
questioned items have been elimi- 
nated, has a 31 per cent depreciation 
reserve. Capital structure will be approxi- 
mately 50 per cent debt, 19 per cent 
preferred stock, and 31 per cent class A 
and common stock (combined). 
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DIVIDEND-PAYING ELECTRIC UTILITY STOCKS 


12/14/49 Indicated 
Price Dividend A 


About Rate 
Revenues $50,000,000 or over 
Boston Edison 

Cincinnati G. & E, 
Cleveland Elec. Illum. ..... 
Commonwealth Edison .... 
Consol. Edison of N. Y 
Consol, Gas of Balt. ....... 
Consumers Power 

Detroit Edison 

Duke Power 

Niagara Mohawk Power .. 
Northern States Power .... 
Ohio Edison 

Pacific G. & E. 

Penn Power & Light 
Philadelphia Elec. 

Pub. Serv. 

So. Calif. Edison . 

Virginia Elec. Power 
Wisconsin Elec. Power .... 
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Averages 


Revenues $25-$50,000,000 
A | eae 
eS @ . ae 
Connecticut L. & P. 
OT) A aa 
Florida P, & L. 

Houston L. & P. 

Illinois Power 

Louisville G, & E. 

New Orleans Pub. Ser. .... 
N. Y. State E. & G. 
Northern Ind. P. S. 
Potomac Elec. Power 

Pub. Serv. of Colo. ....... 
Pub. Serv. of Ind. 

Puget Sound P.& L....... 
Rochester G. & E, 
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Share Earnings ice- 
rox. Cur. rev. %In- Earn. For Com. 
teld Period Period crease Ratio 


6.2% $2.90d $2.75 5% 15.5 
4 3.29s** 28 9.7 


2.57% . 
2.77s** 2.48** 15.2 
2.04s 1.73 14.7 
2.35s 2.28 11.9 
4.73s* 4.21* 14.2 
2.540** 2.37** 13.4 
i87o 145 30 118 
6.04 10.1 
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. 12/14/49 Indicated Share Earnings— Price- 
(Continued) Price Dividend Appres. Cur. Prev. %In- Earn. 


About Rate teld Period Period crease Ratio 
evenues $10-$25,000,000 


Atlantic City Elec. ........ 
Birmingham El 

Central Ariz. L. & P. ..... 
Central Hudson G.& E. ... 
Central Ill. E.& G. ....... 
Central Illinois Lt, ........ 
Central Maine Power 
Columbus & S. Ohio El. .... 
Connecticut Power 
| eee 
Florida Power Corp. ...... 
Gulf States Util. .......... 
Hartford Elec. Light 
Idaho Power 

Indianapolis P. & L. ...... 
Interstate Power 


6.3% $1.540** $1.42** 8% 1 
— 720 1.14 D32 
1.260** 1.09** 
.57s 51 12 
2.20s 2.11 4 
3.030 2.88 5 
1.54n** 1.04** 48 
2.48s 1.99 25 
187je 2.34 D20 
1.88s** 1.40** 34 
1.78s 1.52 17 
1.940** 1.49** 30 
2.65je — 
2.64s** 2.34** 
3.16s** 3.01** 
83ag** — 
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Iowa Pub. Serv. New 
Kansas Gas & Elec. 

Kansas Power & Light .... 
Kentucky Utilities 
Minnesota P. & L. ........ 
Montana Power 

Mountain States Power ... 
Oklahoma G. & E. ........ 
Portland Gen. Elec. ....... 
Pub. Ser. of N. H. ........ 
San Diego G. & E, 
Scranton Elec. ............ 
So. Carolina E.& G. ...... 
Southwestern Pub. Serv. .. 
Tampa Electric 
ree 
Utah Power & Light 
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Averages 


Revenues $5-$10,000,000 
California Elec. Pr. ....... 
Calif. Oregon Power 


$ 85s $ .76 
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Central Vermont P. S. .... 
Community Pub, Ser. ..... 
El Paso Electric ‘ 
Empire Dist. Elec. ........ 
Gulf Public Service 

Iowa Southern Util. 
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2.190** 1.87** 
29 
3.90 
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2.48 D3 
5.87 D14 


19% 19 
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Lawrence G. & E. ........ 
"7 3 aaa 
Madison Gas & Elec. ...... 
Michigan Gas & Elec. .... 
Missouri Utilities 
Northwestern P. S. ....... 
Otter Tail Power 

Penn Water & Power 
Public Ser. of New Mexico 
Rockioné 1... & P. 0c. 
Southern Ind. G. & E 

Tide Water Power 
Western Lt. & Tel 
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of Rev. ’ % of Rev. 
lvasl. 12/14/49 Indicated Share Earnings Price- _ Avail. 
r Com. (Continued) Price Dividend Approx. Cur. Prev. %In- Earn. For Com. 
tock About Rate teld Period Period crease Ratio Stock 
Revenues under $5,000,000 
2% O Arizona Edison .......... 18 $1.00 5.6% $2.66s $1.30 105% 68 8% 
4 O Arkansas Missouri P...... 14 1.00 7.1 1.99s 2.07 D4 7.0 14 
3 O Bangor Hydro Elec. ...... 25 1.60 6.4 2.27s 2.16 5 Tie 
6 O Beverley G. & E. ......... 35 2.40 6.9 210d 2.19 D4 167 6 
1 O Bleck Hills P.&@& lL. ....... 16 1.20 7.5 1960 2.00 D2 as i 
4 O Calif. Pacific Util. ........ 28 2.40 8.6 3.38s 4.29 D21 8.3 9 
5 O Central Louisiana El. ..... 30 1.80 6.0 3.77s** 2.24** 68 8.0 18 
3 O Central Ohio L. & P. ..... 28 1.60 5.7 2.72s** 2.44** 11 103 10 
1 O Citizens Utilities .......... 11 70&Stk 6.4 1.81s** 1.46** 24 6.1 12 
2 O Colorado Central P........ 28 1.80 6.4 2.58s** 2.07** 25 109 11 
1 O Concord Electric ......... 35 2.40 6.9 217d 230 D6 161 11 
7 © TREE OF Oe oicseccwncss 20 1.40 7.0 1.25d 147 D1i5 160 10 
4 O East Coast Electric ....... 20 1.20 6.0 1.44je** 1.64**D12 139 14 
9 O Fall River Elec. Lt. ...... 52 4.00 7.7 3.55d 3.32 7 146 16 
4 Q Fitchburg G.& E, ........ 42 2.75 6.5 2.68d 285 D6 15.7 Ill 
3 O Frontier Power .......... 4 .20 5.0 84d 1.14 D26 48 10 
y O Haverhill Elec, ........... 27 1.00 3.7 110d 148 D26 245 6 
2 O Lake Superior Dist. P..... 23 1.40 6.1 3.46s 151 19 66 5 
: © Bae Be BS oc ccncice 41 3.00 7.3 2.73je — — 150 9 
2 C Maine Public Service ..... 14 1.00 7.1 1.5lo 62 144 9.3 9 
{ O Michigan Public Ser....... 21 1.40 6.7 2.33s** 1.52** 53 90 8 
} O Missouri Edison .......... 8 70 8.8 91s 94 D3 8.8 9 
) C Missouri Public Ser, ...... 32 1.60 5.0 3.92d 421 D7 82 13 
1 O Newport Elec. ............ 25 1.80 7.2 2.45my 2.66 D8 102 11 
' O Sierra Pac. Power ........ 23 1.60 7.0 2.000 2.07 D3 115 13 
O Southern Colo. Pr, ........ 10 .70 7.0 1.26ag** 1.12** 13 7.9 14 
? O Southwestern El. Ser. ..... 12 80 6.7 1.36ag 1.25 9 88 14 
O Tucson Gas, E.L.& P.... 21 1.40 6.7 2.35s 1.65 42 89 16 
j _—_- —_—_—-_ 
ee 6.6% 10.8 
Averages, five groups ..... 6.4% 11.2 
Canadian Companiest 
C Brazilian Trac. L. & P. ... 19 $2.00 10.5% $3.85d $3.69 4% 49 — 
C Gatineau Power .......... 18 1.20 6.7 1.26d 163 D2 143 — 
C Quebec Power ............ 17 1.00 5.9 114d 121 D6 1449 — 
C Shawinigan Power ........ 24 1.20 5.0 158d 163 D3 152 — 
C Winnipeg Electric ........ 36 1.40 3.9 1.81d 196 D& 199 — 
Integrated Holding Companies 
7e S American Gas & Elec. ..... 50 $3.00 6.0% $4.280** $3.85** 11% 11.7 — 
O Amer, P. & L. Reclassified 146WD 90E 5.6 1.37je — — HZ — 
S Central & South West .... 14 90 6.4 1.33s** 1.20** 11 105 — 
S Middle South Util. ....... 18 1.10 6.1 ag — —_— 95 — 
S New England El. System.. 11 .80 7.3 1.22m —- — 90 — 
O New EnglandG. & E..... 14 .90 6.4 1.470** 1.18** 25 95 — 
| ere 12 80 6.7 1.3lo 85 54 92 — 
Ce aa 20WD 1.12 5.6 1.97ju -- — 12 — 
S West Penn Elec. .......... 24 1.80 7.5 3.40s 3.15 8 71 — 
I eo ac cna 6.4% 8 
Other Electric Holding Companies 
S General Pub. Util, ........ 17 $1.00 5.9% $185sPF — — 92 — 
North American .......... 20 1.00 5.0 140sPF — — 43 — 
C Philadelphia Co. .......... 17 70 4.1 1.04s 88 18 143 — 
O West Penn Power ........ 33 1.40 4.2 2.41s** 2.36** 2 137 — 





B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. E—Estimated. WD—-When delivered. *Based on average number 
of shares outstanding. **Based on present number of shares outstanding. t—While these stocks 
are listed on the Curb, Canadian prices are used. a—April. ag—August. d—December. f—Feb- 
ruary. j—January. m—March. my—May. je—June. ju—July. s—September. o—October. 
n—November. PF—Pro forma. 
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T appears that the adage, “Past Is Pro- 
logue,” might well be kept in mind in 
any prediction of the course the majority 
of the utilities will steer during the com- 
ing year. Since most of the important 
segments of the utility field are so closely 


= geared to the progress of industry as a 


whole, a preponderance of “status quo” 
forecasts on the part of business analysts 
seems to warrant an optimistic outlook. 
However, words of caution and qualifica- 
tion always seem a necessary part of any 
sound “crystal gazing” and consequently 
before embarking on any “preview 
through review,” one should consider 
such words, especially when they come 
from that important location in the busi- 
ness scene—the financial quarter. 

The Northern Trust Company of Chi- 
cago, in its December issue of Business 
Comment, sees liberal instalment credit 
terms—which came into existence last 
June 30th when the Federal Reserve 
Board regulations were relaxed, as hav- 
ing a long-term unstabilizing effect on the 
economy of the country. Its near-by 
effect should be one of sustained pros- 
perity. 

This prosperity will depend on two 
factors: (1) eventual satisfaction of cus- 
tomer demand and (2) a natural stop- 
ping point beyond which future income 
cannot be committed. 

According to the bank letter, the capi- 
tal money market is always a good busi- 
ness barometer, although its 1949 fluctua- 
tions were in direct contrast to general 
business trends. It is stressed, however, 
that any constant falling off of security 
issue volume, unless offset by other fac- 
tors, may indicate that business has 
stopped expanding and may be headed 
for a decline. Specific reference is made 
to the position of the utilities in this mat- 
ter of capital outlay. 


What Others Think 


Utility Outlook and Review 


N a breakdown of the flotations by in- 
dustrial origin the report notes that 
offerings of the public utilities—electric, 
gas, and telephone—totaled $2.2 billion 
and constituted 50 per cent of the new 
capital issues in the first ten months of 
this year. This figure was slightly larger 
than a year ago and 14 times as large as 
two years ago. The expectation, accord- 
ing to the business report, is that utilities 
will be in the market for a substantial 
volume of funds to finance large plant 
expansion programs. Since June a falling 
off of this type of issues has been noted, 
but it is attributed to the fact that higher 
depreciation charges on expanded plant 
and larger earnings are allowing the utili- 
ties to finance a great portion of their 
needs from internal sources. 

The equity capital problems of the util- 
ity industries may be easing in that a larg- 
er proportion of new money was raised 
through the sale of preferred and com- 
mon stocks during the past year (24 per 
cent as compared with 15 per cent in 
1948). It seems that three factors have 
atracted the investor to these issues: (1) 
the cessation of inflationary pressures, 
(2) better earnings on the part of the 
utilities, and (3) good yields on the stock 
issues. It would also seem from the 
points noted in the Northern Trust bulle- 
tin that the utilities will continue to play 
their important rdle in the corporate 
security issue picture during the foresee- 
able future. 


The Electric Power Industry 


Lo optimistic note regarding utility 


49 





stock financing is echoed in the an- 
nual report of the status of the electric 
power industry issued by the Edison 
Electric Institute’s President Elmer 
Lindseth when he says: “Common stock 
financing met with encouraging success 
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during the year.” The utility head traces 
the financial activities of the industry by 
saying that during the year the business- 
managed electric companies successfully 
passed the halfway mark in the financing 
of their postwar expansion program. In 
the four years ending December, 1949, 
about $5.8 billion were raised. 

A breakdown of this figure shows that 
about two and one-half billion came from 
internal sources, principally accruals to 
depreciation reserves and earnings re- 
tained in the business, and three and one- 
third billion from the sale of securities. 

The security financing is further 
broken down to show that two and one- 
quarter billion dollars of the new financ- 
ing came from the sale of bonds, about 
five hundred million from the sale of pre- 
ferred stocks, and about five hundred and 
sixty million from the sale of common 
stocks. 

Three and nine-tenths billion dollars 
will be required to carry out the expan- 
sion program through 1950 and 1951 as 
planned. About one and one-quarter bil- 
lion will come from internal sources, and 
two and three-quarter billion dollars are 
expected to come from the sale of securi- 
ties. 

In an over-all appraisal of the indus- 
try’s progress during 1949, Mr. Lindseth 
notes that the electric light and power in- 
dustry, despite disturbing political and 
economic crosscurrents in the nation, 
made noteworthy progress. Generating 
capacity installed reached an all-time 
high. Reserve margins of generating 
capacity doubled. Financing on the larg- 
est scale ever undertaken in ahy one 
year was successfully accomplished. 
Electric production and sales obtained 
record levels. Forty-three million cus- 
tomers (representing a 2,000,000 in- 
crease over 1948) are now being served. 
Ninety-five per cent of America’s occu- 
pied homes now have electric service—it 
is readily available to all but 2} per cent. 


 aerpeiy were improved in the face 
of high construction and fuel costs 
and high wages. The three primary fac- 
tors accounting for the increased earn- 
ings are noted as: (1) rate increases, (2) 
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improvement in operations, and (3) 
greater fuel efficiency of new generating 
plants. A residential customer experi- 
enced a decrease in the average price of 
electricity from 3.01 cents per kilowatt 
hour to the all-time low of 2.96 cents. 
Coal consumption per kilowatt hour 
dropped from an average of 1.3 pounds of 
coal to 1.2 pounds of coal—representing 
a 7} per cent improvement in fuel effi- 
ciency. 

The major achievement was the instal- 
lation of a grand total of 6,750,000 kilo- 
watts of effective generating capacity, 
topping by 50 per cent the 1948 high 
mark. Reserve margins of generating 
capacity doubled—from 6 per cent to 12 
per cent. 

A large part of the new customers 
came from the continued large expansion 
in rural areas. New construction of pri- 
vate dwellings also accounted for this in- 
crease. About three-fourths of the farm 
expansion occurred on the lines of the 
REA cooperatives and about a quarter 
were connected to electric company lines. 
As a result of this real expansion about 
85 per cent of the farms in the country 
have electricity today. 


es of electricity moved up in the 
commercial and residential markets. 
Only street railway and electrified steam 
railroads showed a decline. The gross 
revenues of the business-managed elec- 
tric companies attained a new high of 
$4,150,000,000, which represents a 6} 
per cent gain over the previous record 
year of 1948. The aggregate net income 
of electric companies was about $775,- 
000,000—an increase of $105,000,000 
over the net income of 1948. Total fixed 
capital increased by $2,075,000,000 over 
the previous year, making a total invest- 
ment in plant and equipment by the elec- 
tric companies of approximately $20 bil- 
lion. 

Expenses, likewise, increased, with 
wages and salaries being the largest item. 
This labor expense amounted to $870,- 
000,000, $50,000,000 more than in 1948. 
Twenty per cent of the electric companies’ 
revenue, or $820,000,000, was paid out 
in taxes of various kinds. The cost of fuel 
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Vike 


“WILL YOU PLEASE WIRE A POKE IN THE SNOOT... 


slipped from second to third place on the 
expense list, accounting for $710,000,000 
compared with $778,000,000 in 1948. In- 
creased fuel efficiency of new generating 
plants was generally acknowledged to ac- 
count for this saving. 


| is expected that plant expansion ex- 
penditures by the business-managed 
electric companies will amount to $2.1 
billion during 1950. This will represent 





WE WIRE MONEY 


WE WIRE KISSES 
WE WIRE FLOWERS 
WE WIRE CANDY 
WE WIRE GREETINGS 

















COLLECT ?” 


additional generating capacity totaling 
5,060,000 kilowatts, compared with an 
installation of approximately 5,580,000 
kilowatts in 1949. In 1951, an addition 
of 4,850,000 kilowatts is anticipated. 

In commenting on the progress of the 
industry, the EEI president stresses the 
threat of Federal socialization of the elec- 
tric power industry. He points out that 
the taxes paid by the electric companies 
are paying, in part, the cost of these Fed- 
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eral power ventures. He describes this 
situation as contrary to sound principles 
of economics and democratic government 
—especially so since the Federal power 
systems operate without paying any 
taxes. Despite this Federal encroach- 
ment the industry sees a tremendous 
weight of evidence in its favor—in the 
confidence of its customers, its em- 
ployees, its investors, and the general 
public. 


The Gas Industry 


HE rate of the mushroom growth of 

the gas industry at the year’s end can 
mean only one thing—its impetus should 
send the boom far through the coming 
year and perhaps even through the next 
few years. The high-powered spark plug 
in the gas industry machinery—the nat- 
ural gas industry—is probably solely re- 
sponsible for the 500,000 increase in 
gas customers noted in the industry dur- 
ing the last year. 

Hugh H. Cuthrell, president, Ameri- 
can Gas Association, has recently issued 
a report on the gas industry’s progress 
during the year 1949. 

Today, natural gas alone supplies 
nearly 15 per cent of the energy of the 
country. Revenues are up. The total of 
$1,097,328,000, the total natural gas rev- 
enues for the year 1949, is 10.3 per cent 
greater than the previous twelve months. 
Total revenues for the industry as a 
whole amounted to $1,579,603,000, a 7.3 
per cent increase. This is a new high for 
the gas industry. The natural gas branch 
has shown the greatest increase in cus- 
tomers, sales, and revenues. More than 
700 companies are supplying natural gas 
to 11,500,000 customers in 5,200 com- 
munities in 35 states. The 13 states, not 
now being served, with the exception of 
Nevada, will soon have natural gas from 
pipelines now in the planning stage. 

National attention is being focused on 
the phenomenal growth and expansion 
of the natural gas branch of the industry. 
Last year the Federal Power Commission 
authorized construction of about 8,500 
miles of a new pipeline, bringing the total 
of natural gas pipelines in the United 
States to approximately 260,000 miles. 
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Applications now pending before the 
FPC request additional lines which will 
cover approximately 15,000 miles. 

In one instance, an estimated outlay of 
$189,000,000 financed a 1,840-mile pipe- 
line from Texas to New York city. The 
encouraging outlook for the natural gas 
industry is further substantiated in what 
amounts to “an expansion of an expan- 
sion”—pipelines that have been extend- 
ed in recent years already are applying 
for additional capacity to accommodate 
the ever increasing load. 

The all-important question of supply 
has a likewise encouraging answer. On 
December 31, 1948, the reserve com- 
mittee of the American Gas Association 
and the American Petroleum Institute 
estimated that proved natural gas re- 
serves in the United States were 173.87 
trillion cubic feet. This reported a gain 
of almost 8 trillion cubic feet above the 
estimates of the year before despite 
record consumption based on the un- 
precedented demand. Reserve figures 
have advanced more than 700 per cent 
since 1925 and more than 230 per cent 
in the past ten years. 


| 5 emp yr; economic studies on the 
part of AGA are plotting the course 
of the gas industry and assisting in long- 
range planning. One of these studies was 
a resurvey of the anticipated construction 
expenditures of the gas utility industry. 
It was indicated in this study that the in- 
dustry expects to expend $3.5 billion on 
new facilities during the 5-year period— 
1948-1952. The largest single class ex- 
penditure will be devoted to natural gas 
transmission equipment, which is ex- 
pected to account for $1.8 billion or 52 
per cent of the total gas industry expendi- 
tures. Distribution, production, and the 
storage facility construction will amount 
to $1.2 billion, making a total of $3 billion 
for the natural gas branch. So far, the 
industry has expended $770,000,000 in 
1948 and $940,000,000 in 1949 in carry- 
ing out the expansion program. 
Officials of the industry predict that 
the total assets attributable to the gas in- 
dustry should expand from the $7.5 bil- 
lion figure of 1948 to $10 billion by the 
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end of the 5-year period. Every report 
indicates that the industry will reach its 
oal. 
. The financial world is rallying to the 
support of the industry’s aspirations in 
every possible way. Public statements 
on the part of financial leaders and com- 
panies serve as good criteria on which to 
base an optimistic outlook on the part of 
the gas industry. 
Some of them are as follows: 


H. C. Wainwright & Company: 
“The future holds great promise for 
the gas industry. There is nothing in 
sight which could interrupt the growth 
of the industry and impair its earning 
power for a number of years.” 

Fitch survey: “Human ingenuity 
combined with enormous natural re- 
sources has made the natural gas in- 
dustry one of the wonders of our in- 
dustrial age. It is clear that natural 
gas is destined to become one of the 
most important factors in the indus- 
trial development of the nation.” 


The record of the industry, its plans 
for reaching into untapped markets, and 
the zest and enthusiasm of its employees 
present, indeed, a hopeful note for the 
future of the gas industry in all of its 
branches. 


The Transit Industry 


T is generally acknowledged that, with 
the possible exception of the telegraph 
industry, the transit companies are faced 
with the most serious financial problem 
during the coming year. According to 
Guy C, Hecker, executive manager of 
the American Transit Association, “there 
evidently is no panacea for the ills that 
have beset the transit industry. Each 
situation is being solved in the light of 
its own particular conditions, Transit 
companies, while seeking additional reve- 
nues through increases or adjustments 
in fare structures, are also making every 
effort to stabilize and ultimately reduce 
operating costs.” 
In the light of the situation the transit 
executive reports that transit manage- 
ments are charting their respective 


courses with an eye on business trends, 
industry production, employment, and 
other basic factors that influence the vol- 
ume of transit riding. The plans being 
formulated in all cases consider the maxi- 
mum level of service that the public has 
the right to expect. 

The transit association reports that, 
despite expected postwar readjustments, 
the urban transit industry, after five 
years, is still carrying 46 per cent more 
passengers than the average of the years 
1936-1940, with an estimated total of 19 
billion for 1949. Although this figure is 
11 per cent lower than 1948, the rate of 
decline appears fo be gradually leveling 
off. Some idea of the magnitude of the 
job the transit industry is doing is seen in 
the week-day breakdown of the 19 billion 
fares. The nation’s streetcars, trolley 
coaches, busses, and subway systems, 
each weekday, carry about 63,000,000 
riders—a number equal to the combined 
population of Great Britain and Canada. 

The industry is expected during 1950 
to continue along this practical line of a 
solution to its financial problems by re- 
ducing operating expenses wherever 
possible. Evidence of this practical ap- 
proach is seen in an analysis of the indus- 
try’s financial picture in a comparison of 
the two years—1948 and 1949. It is 
pointed out by Mr. Hecker that, despite 
the 11 per cent loss of riders, fare in- 
creases kept the industry’s operating rev- 
enue at $1,490,000,000—a fraction of 1 
per cent above those of 1948. Operating 
expenses, including depreciation by 
taxes, have been reduced in 1949 by ap- 
proximately 1.5 per cent toa figure of $1,- 
324,000,000. Net revenue in 1949, ac- 
cording to these preliminary estimates, 
was approximately $166,000,000 or 14.52 
per cent higher than in 1948. 


QUIPMENT needs have not been 
neglected, despite poor net earnings 
during the last six years, inasmuch as 
transit companies have purchased nearly 
44,000 new vehicles to replace almost half 
the total vehicles in the industry. Street- 
cars and subway cars purchased in that 
period totaled 3,100; electric trolley 
coaches 3,500; and busses 37,000. 


JAN. 5, 1950 





PUBLIC UTILITIES FORTNIGHTLY 


A trend toward trolley coaches and 
busses is seen in a classification break- 
down of the total vehicle figure—16,100 
surface electric railway cars are now esti- 
mated to be in use, a decrease of about 
41 per cent since 1944; 6,000 trolley 
coaches, an increase of 68 per cent since 
1944; and 59,000 busses, an increase of 
22 per cent since the same year. The 
vehicles purchased in the recent years, 
generally, are of greater seating capacity 
and actually have added to the number 
of seats for the riders. 

Any appraisal of the transit industry 
must necessarily give serious considera- 
tion to the employee phase. Fifty-five 
cents of each transit dollar is paid out to 
the employees in wages. In the electric 
power industry, as a contrasting example, 
labor accounts for only 22 per cent of 
costs. In 1949, the 254,000 workers in 
the transit industry received total wages 
of $815,000,000. In 1948, 261,000 em- 
ployees were paid $829,000,000. Al- 
though the total payroll in 1949 was low- 
er than in 1948, because of fewer em- 
ployees, the average wage received in the 
industry rose from $3,176 to $3,208. This 
1949 payroll figure represents an increase 
of 131 per cent over the prewar period. 
From this it would appear that any future 
reductions in transit operating costs 
would depend, to a great extent, on the 
future policies of the labor segment of the 
industry. 


ARIOUS solutions to the over-all prob- 

lems in the industry are being pre- 
sented. According to Mr. Hecker it is 
felt that solutions to the more pressing 
problems are being found. They are being 
weighed in the light of the following : 


(1) The industry realizes that fare 
increases alone won’t solve the prob- 
lem, although they have helped. In 
some cities it might be necessary to 
adopt fare structures in which the price 
of a ride will be related, at least rough- 
ly, to the distance traversed, if short- 
haul riding is to be retained. 

(2) Controllable operating costs 
will have to be cut wherever possible. 

(3) Relief by local authorities from 
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some of the wide range of special taxes 
and imposts now paid by transit com- 
panies would be extremely helpful and, 
in some instances, might make un- 
necessary future fare increases. The 
tax relief would be directed toward the 
many local taxes and assessments that 
are imposed upon other businesses. 
These special taxes must be paid by the 
riders in higher fares. Although the 
public, as a whole, probably benefits, 
these riders are usually those who can 
least afford extra taxes. 

(4) The industry is becoming more 
aware of the fact that it has a “story to 
tell” to the riding public, the regula- 
tory authorities, and to the Federal, 
state, and local authorities. A cam- 
paign to tell this story has been initi- 
ated by the association and the first 
effort along this line was seen in the 
“Transit P-ogress Day” activities of 
the industry on September 12th of the 
past year. Several hundred leading 
transit companies participated in this 
observance at the local level with “open 
house” parades of old and new transit 
equipment, speeches before business 
and civic groups, radio talks, and 
newspaper advertising. Results of this 
initial step were gratifying to the in- 
dustry as a whole and plans are under 
way for making the event an annual 
occurrence. 


Although the transit picture, as a 
whole, is not an optimistic one, it appears 
that the recognition by the industry of its 
many problems and the practical ap- 
proach to their solution—which are be- 
ginning to show encouraging results— 
may combine to make the coming year 
one of encouraging accomplishment. 


The Telegraph Industry 
HE year 1950 may bring the tele- 


i graph industry much needed relief 
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in the form of excise tax repeal. This re- 
lief appears to be the “one last hope” 
short of government acquisition. 

A determined effort on the part of the 
Western Union Telegraph Company to 
deal with its problems as best it can under 
the present conditions is seen in the re- 
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port of its net income for October, 1949. 
The company reports that its net income 
for this period amounted to $68,606 com- 
pared with a deficit of $305,668 in Octo- 
ber, 1948. The improvement, according 
to the report, reflects savings resulting 
from mechanization and expense control 
measures despite the fact that the com- 
pany experienced a decline of $925,324 
in revenues. 

Gross operating revenues from sales of 
services to the public in October, 1949, 
amounted to $14,609,952, compared with 
$15,535,276 in the same month a year ago. 
In its report the company attributes this 
deficit to “the damaging result of the 


volume-destroying 25 per cent tax on 
senders of telegrams and the effect of 
coal and steel strikes upon business gen- 
erally.” 

The revenue figures for the 10-month 
period of 1949, $150,236,646, reflect a 
decrease of $9,460,001, compared with 
the same period of 1948. The lower level 
of general business activity during this 
year and the luxury tax on telegrams are 
cited as reasons for this downward trend. 

The above figures strikingly indicate a 
need for remedial measures if the tele- 
graph industry is to survive as a business 


enterprise. 
—D. T. B. 





Notes on Recent Publications 


Hanps UNSHACKLED . . . Hoi» America’s 
Destiny. The St. Joseph Light & Power 
Company of St. Joseph, Missouri, has re- 
cently published a 16-page brochure which 
consists in the main of reproductions of com- 
pany advertisements which were used in its 
1949 advertising program. Each reproduc- 
tion has as its central theme the hands of 
unseen persons engaging in day to day 
typically American tasks—a mother handing 
an infant a toy, a teacher helping a student 
in a drawing class, a carpenter working with 
his tools, etc. Each advertisement carries the 
title caption of the booklet. In an introduc- 
tion to the booklet, C. A. Semrad, president 
of the utility, explains the reason for the 
American way-of-life theme in the adver- 
tisements. “Our industry is typical of the 
leading American industries in our belief 
that there are no limits to the standards 
which can be attained by men and women in 

. . working with ‘Hands Un- 

“The handsome blue “Liberty 
Bell” cover and striking quotations from 
famous Americans combine to make the 
booklet an interesting presentation. 


INDUSTRIAL Expansion. A good example of 
utility research in action is seen in a recently 
published study made by the Territorial In- 
formation Department of four midwest utili- 
ties—Commonwealth Edison Company, Pub- 
lic Service Company of Northern Illinois, 
Western United Gas & Electric Company, 
and Illinois Northern Utilities Company. In 
this study the Territorial Department, which 
is a clearing house for facts about the indus- 
trial, agricultural, and residential advantages 

of Chicago and northern Illinois, points out 


that Chicago ranked first in the industrial 
areas with 228 new plant facilities valued at 
$112,697,000. The Houston area, with 90 
plants costing $118,527,000, ranked first in 
value of new plant expenditures. The report 
goes on to outline the results of the study in 
other parts of the country and through the 
use of tables shows a breakdown of the 
various types of industries covered in the 
survey. 17 pages. Territorial Information 
Department, Room 728, (Marquette building, 
140 South Dearborn street, Chicago 3, IIl. 


GLOSSARY OF IMPORTANT POWER AND RATE 
TERMS, ABBREVIATIONS, AND UNITS OF MEAS- 
UREMENT as used by the member agencies of 
the Federal Inter-Agency River Basin Com- 
mittee, viz., Department of Agriculture; De- 
partment of Commerce; Department of In- 
terior; Corps of Engineers, Department of 
the Army; and the Federal Power Commis- 
sion, is now available. 

The glossary subcommittee of the 
River Basin group consists of: E. Robert 
De Luccia, chairman, Federal Power Com- 
mission; C.H. Giroux, Corps of Engineers, 
Department of the Army; H. W. Kelley, 
Department of Agriculture; A. W. Schmidt, 
Department of Interior; H. E. Way, De- 
partment of Commerce. They have just 
completed their work in bringing up to date 
this compendium, and inasmuch as this is the 
first time since 1936 that the glossary has 
been revised, it should prove interesting and 
helpful to utilities dealing with these Federal 
agencies. The publication is available from 
the Superintendent of Documents, U. S. 
Government Printing Office, Washington 25, 
D.C. Price 15 cents. 
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Events 


In General 


Transit Major Utility Headache 


UBLIC transit lines have become the 

major utility headache of larger cities, 
Jerome M. Joffee, special utilities and 
legislative counsel for the Kansas City 
counselor’s office, told delegates to the 
National Institute of Municipal Law 
Officers meeting in Kansas City last 
month. 

“There is not a handful of transit lines 
in the country that are making money,” 
Joffee said. “And there are darker days 
ahead for the lines.” 

In his rdle as adviser to some 180 city 
attorneys from other municipalities of 
the United States and Canada who were 
attending the 3-day conference, Joffee 
gave this warning: “If your local transit 
company attempts to sell or give its sys- 
tem to the city, remember that old 
maxim: ‘Beware of Greeks bearing 
gifts.’ 

“Do almost anything to avoid having 
the system unloaded upon your admin- 
istration. There is no profit in the opera- 
tion of a transit line and it appears likely 
there never will be. You not only would 
acquire an unprofitable venture but 
would be subjected to constant pressure 
from the union for wage increases.” 

The prevalence of motorcars has re- 
duced transit lines to operating at a loss 
at least twenty-one hours each day, Joffee 
said. 


Interior Seeks Rehearing 


HE Secretary of the Interior has 
filed an application for rehearing o1 
the Federal Power Commission’s order 
of November 10th which authorized issu- 
ance of a 50-year license to Pacific Gas 
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and Electric Company for a hydroelectric 
development in the Kings river basin of 
California, and a preliminary permit to 
Fresno Irrigation District for investiga- 
tion of the proposed development of a 
power plant at the Pine Flat dam on the 
North Fork of the Kings river. 

The application for rehearing alleges 
that the FPC erred in 53 particulars in its 
orders in the proceedings, which included 
authorization of the issuance of an 
amendment of PG&E’s license for its 
existing Balch plant on the North Fork 
of the Kings river. 

The Reclamation Bureau has opposed 
PG&E and Fresno District applications 
on grounds that the bureau plans its own 
development of the Central valley of 
California, including the Kings river 
projects. 


Rural Co-ops Find It Harder 


— cooperatives distributing pow- 
er of the Tennessee Valley Author- 
ity are finding it rougher going than their 
municipal associates, but most of them 
are “paying their way,” according to an 
extensive study of TVA power distribu- 
tors recently published by the University 
of Tennessee Division of Extension. 

Compiled by the U-T Bureau of Busi- 
ness Research, the 115-page book is 
called the first attempt to examine finan- 
cial and operating characteristics of 139 
of the 143 TVA distributors. 

Municipal systems outnumber the co- 
Operatives about two to one, according to 
the study, and generally “have achieved 
greater financial success.” 

In certain typical cases, it was pointed 
out, municipals* have a revenue-produc- 
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ing capacity—per dollar invested—that 
is roughly twice that of the cooperatives. 
Even among all distributors, the four 
largest cities (Chattanooga, Knoxville, 
Memphis, and Nashville) account for 
one-third to one-half of total revenues, 
customers, and value of electric plant. 


Reports on Transport Regulation 


se government, through agencies 
that do not consult each other, is 
spending close to $1 billion a year to pro- 
mote competing transport systems, 
Secretary of Commerce Sawyer asserted 
recently. In,some cases, he said in a re- 
port requested by President Truman, 
Federal subsidies to one travel medium, 
the air lines, for instance, are helping to 
force another medium, the railroads, in 
this case, into the red. 

He said the agencies that regulate com- 
mon carriers—the Interstate Commerce 
Commission for trucks and trains, the 


Civil Aeronautics Board for air lines, and 
the Maritime Commission for ships— 
often work at cross purposes. The re- 
sult, he observed, is that shipments and 
travelers do not always get the best pos- 
sible service at the lowest possible cost. 
Either the taxpayers or the consumers 
foot the extra bill. 

Sawyer proposed that the business of 
promotion, a term which he said covers 
not only subsidies but such things as road, 
airport, and waterways buildings, should 
be put under a single agency, which 
would look at the whole problem. 

Eventually, he said, it probably will be 
necessary also to codrdinate the work of 
regulation—the job of rate fixing, licens- 
ing, and fixing of routes. 

President Truman, with government 
reorganization and economy in mind, had 
asked Sawyer to review the “issues in- 
volved” in all the government’s transpor- 
tation policies. Sawyer made a number of 
recommendations. 


District of Columbia 


Gas Rate Rise Stands 


HE District of Columbia Public 

Utilities Commission last month 
denied a request from the Federation of 
Citizens Association that it throw out the 
recently granted gas rate increases. 

In a brief order, the commission stated 
its decision of last November granting 
the Washington Gas Light Company an 
average 6.14 per cent boost in rates had 
been reached “after careful consideration 
of the evidence,” and that it believed its 
conclusions were “proper.” 

The federation had asserted the com- 
mission made six errors in reaching its 
decision, including giving the new rates 
a retroactive effect. It also charged that 
the new rates discriminate against cer- 
tain classes of consumers and will permit 
the company to earn an excessive rate of 
return. 


Won’t Get December Rebates 


Cr of Potomac Electric Pow- 
er Company will not receive a dis- 


count on their December bills. This was 
assured recently by a commission order 
amending the plan adopted in February, 
1948, to stabilize electric rates. 

The original plan provided that the 
company was entitled to a 54 per cent 
return on its capital investment. Profits 
in excess of this amount were to be 
divided, the company to keep half and the 
other half to be divided between customer 
rebates and a stabilization fund. 

When the company earned less than 
54 per cent it could dip into the stabiliza- 
tion fund to make up the difference. Rate 
adjustments would be considered only 
when this fund became very large or 
small. 

The recent order amended the plan to 
specify no customer rebate will be made 
when the stabilization fund is less than 3 
per cent of total annual operating rev- 
enues. This figure is computed at the 
end of September and equated to an an- 
nual basis. Because the fund is now well 
below 3 per cent of estimated 1949 rev- 
enues, the commission ordered all excess 
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profits, except the company’s 50 per cent, 
placed in the fund. 


Commission Approves Radios 
T ) 7 ASHINGTON, D. C., commuters will 


continue to have radio music and 
commercials on Capital Transit street- 
cars and busses, the public utilities com- 
mission ruled recently. 

The commission, dismissing the in- 
vestigation called for by the clamor of 
dissenters, not only approved continu- 
ance of the FM radio reception now 
aboard 212 vehicles, but stated it “is not 
an obstacle to the safety of operation . . . 


is not inconsistent with public con- 
venience, comfort, and safety.” 

Basis of the commission’s ruling was 
lack of “substantial evidence” against use 
of the radio-equipped vehicles. 

Announcement by one of the principal 
interveners of intent to appeal was 
noted. 

Steps by Capital Transit to obtain an 
increase in fare, reduce service, or both, 
in the wake of a recent award by an arbi- 
tration board of a 10-cent-an-hour in- | 
crease in wages and other benefits to the 
company’s 4,300 union employees were 
expected. 


v 
Idaho 


Rules in Favor of Utility 
ery Federal Judge Charles Cava- 

nah last month ruled in favor of the 
Idaho Power Company in refusing to 
dismiss and set aside his ruling in a suit 
brought by the United States govern- 
ment. 

Judge Cavanah previously had dis- 
missed an injunction sought by the gov- 
ernment against the power company on 
the grounds it was trespassing on the 
public domain in construction of a trans- 
mission line from American Falls and 


Boise, Idaho, by way of the Bliss dam. 

The government brought an action to 
have this ruling set aside and dismissed 
on the grounds the question had become 
moot. Two days after Judge Cavanah’s 
decision, the Federal Power Commission 
issued a license to Idaho Power to cross § 
the Federal lands. 

“The rule as to dismissal of an action 
on the ground that the cause becomes 
moot, applies to the appellate court on 
appeal, not to the trial court,” the judge 
ruled. 


Illinois 


To Get More Natural Gas 


EOPLES Gas Licut & Coxe CoMPANY 

has made arrangements to increase 
Chicago’s natural gas supply 60 per cent 
by late 1951 through construction of a 
30-inch pipeline from the Texas Gulf 
coast, James F. Oates, Jr., chairman, 
announced recently. 


A Peoples’ subsidiary, Texas Illinois 
Natural Gas Pipeline Company, last 
month filed with the Federal Power 
Commission an application to build a 
1,400-mile pipeline from the Gulf to a 
terminal in Joliet. The pipeline will have 
300,000,000 cubic feet daily capacity, 
which can be increased to at least 500,- 
000,000 by 1955 or 1956. 


Kentucky 


Company of Frankfort was approved last 
month by the state public service com- 
mission. 


The Frankfort company, which oper- 


Tram Merger Approved 


ERGER of the Louisville Railway 
Company and the Capital Transit 
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ates five busses in the capital, is largely 
owned by the Louisville Company which 
operates 464 busses in Louisville. 
Stockholders of both firms already had 
approved the merger, which is primarily 
aimed at revamping the financial struc- 
ture of the Louisville Company to elimi- 
nate a $5,000,000 capital deficit from its 
books. Under the plan, a new company 


—the Louisville Transit Company— 
would be formed. New stock would be 
issued and exchanged for the common 
and preferred stock of the merging firms. 

Attorneys representing a group of pre- 
ferred stockholders announced the 
Franklin Circuit Court at Frankfort 
would be asked to set aside the commis- 
sion’s action. 


Louisiana 


Property Sale Authorized 


HE Louisiana Power & Light Com- 
pany last month took possession of 
all electric properties in the state of 
Louisiana belonging to Community Pub- 
lic Service Company of Fort Worth, 
Texas, W. O. Turner of Algiers, presi- 
dent of Louisiana Power, said recently. 
Turner said sale of the properties for 
$475,000, subject to minor adjustments, 
was approved by the Federal Power 


Commission. He said a 25 per cent re- 
duction in rates is now in effect in Ring- 
gold, Arcadia, and in the parishes of 
Bienville, Claiborne, Lincoln, and Red 
River where the newly purchased facili- 
ties are located. 

The reduction was brought about when 
Louisiana Power put its standard elec- 
tric rate schedule into effect. 

The original cost of the properties, less 
depreciation, was placed at $250,745.61. 


Montana 


New Plant Planned 


Bape of a 66,000-kilowatt 
steam-electric generating station 
will be started at Billings next spring to 
provide an added source of power for the 
rapidly growing Midland Empire area, 
F. W. Bird, president and general man- 
ager of the Montana Power Company, 
announced last month. The plant is ex- 
pected to be in operation by August, 1951. 

The plant, which will add materially to 
the over-all power supply facilities of the 
state, will be constructed as one phase of 
the Montana Power Company’s planned 
program of expansion designed to aug- 


ment present power supplies and meet 
the increased demands of the future. 
“The Montana Power Company, now 
and in the past, has had ample electric 
power for all needs of the state’s indus- 
trial, commercial, and residential users, 
and the Billings steam plant will 
strengthen our supply for the future and 
will assure a continuation of the service 
we have been able to offer in the past,” 
Mr. Bird said. “It is particularly appro- 
priate that the steam plant should be 
built in Billings, which is the center of a 
rapidly growing industry and marketing 
region where the population has in- 
creased sharply in the last several years.” 


New Jersey 
Higher Fare Upheld 


HE state board of public utility com- 
missioners recently decided that 
the charge by zones on Public Service 


Coérdinated Transport busses and 
trolley cars is just and reasonable. In 
effect, the commission said that it was 
unlikely, now or in the future, for the 
company to realize as high a return as it 
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did during the twelve months ended 
June 30th last because revenues were de- 
creasing, investment cost was increasing, 
and the cost of operation, due to proposed 
wage demands, would increase. 

The contract of the bus drivers expired 
on October 31st and a demand for an in- 
crease over their present wage of $1.45 
an hour was pending before an arbitra- 
tion group. 

The decision indirectly affected most 
of the independent bus men in New Jer- 
sey who were interveners in the proceed- 
ings on the side of Public Service. They 
were authorized to raise their fares 
temporarily from 5 to 7 cents a year ago 
last July, when the Public Service in- 
crease went into effect. 


New 


Dewey Sees Peril in “Authority” 


( ae Dewey warned last month 


against the establishment of an 
authority to operate the Long Island 
Railroad, now in the process of reorgani- 
zation in the Federal court. Although 
the governor, in an address at the thirty- 
seventh annual dinner of the Queens 
Chamber of Commerce in New York 
city, offered no definite proposal for the 
railroad to straighten out its financial 
difficulties, he pointed out that the rail- 
road would become tax exempt if oper- 
ated by an authority, which would mean 


Utility Files Application 


EW JERSEY BELL TELEPHONE Com- 
N PANY has filed with the state com- 
mission an application for approval of 
the issuance of $65,000,000 in new 
securities, under which it is proposed to 
issue and sell 500,000 shares of its capi- 
tal stock, par value $100, and debenture 
bonds in the aggregate amount of $15,- 
000,000, at public or private sale. 

The state commission on September 
8th denied the company’s application to 
issue $40,000,000 par value capital stock, 
suggesting in its decision that the com- 
pany issue bonds for the needed capital. 
The company ‘appealed this decision of 
the commission to the state courts. 


* 


York 


that the individual home owner and small 
businessman would be called upon for 
increased taxes. 

Mr. Dewey said the railroad now was 
assessed $5,500,000 in taxes annually. 
With an authority, he pointed out that 
there would be an additional burden if 
the railroad continued to operate at a 
deficit. 

“Don’t let the railroad get into the 
hands of the politicians like your sub- 
ways,” Mr. Dewey said. “Our experi- 
ence in Socialism on city subways and 
busses is not any better than the British 
experiment.” 


> 


Texas 


Telephone Rate Boost Approved 


HE Houston city council at a special 
meeting last month approved an ap- 
plication by Southwestern Bell Tele- 
phone Company for increased rates, 
which are expected to boost revenues of 
the company by approximately $3,995,- 
000 a year, effective immediately. 
The increase covers every type of tele- 
phone service. Business phone rates 
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were increased from $8.50 to $12 a 
month; business extensions from $1.25 
to $1.50; 1-party residential from $2.50 
to $4.75; 2-party from $2.75 to $4; and 
4-party residential from $2.40 to $3.25. 
Residential extensions were raised from 
75 cents to $1 a month. 

The council said its approval of the 
increase was based on a 6 per cent “fair 
return” on the phone company’s invest- 
ment in Houston. 





Progress 


of Regulation 


Local End Use of Gas Transported Interstate by Others 
Constitutes Interstate Commerce 


HE Federal Power Commission 
"| a that upon completion of pro- 
posed construction and operation of nat- 
ural gas pipe-line facilities in the New 
York city area the Consolidated Edison 
Company of New York, Brooklyn Union 
Gas Company, and Kings County Light- 
ing Company would be engaged in inter- 
state commerce within the purview of the 
Natural Gas Act. These New York com- 
panies were parties to an agreement un- 
der which each agreed to transport nat- 
ural gas belonging to the others for an 
annual charge. This charge was to be 
comptted on the basis of the cost of ren- 
dering service, including a return on in- 
vestment in facilities used. 

Pursuant to that agreement the com- 
panies proposed to construct transmis- 
sion pipe-line facilities mecessary to 
effectuate the delivery of natural gas to 
their respective plants in their franchise 
areas. Each would own, operate, and 
maintain the facilities it constructed. 
These facilities, when completed and 
placed in operation, would form an inte- 
grated pipe-line system. 

The agreement was made to obviate 
the construction of duplicate facilities and 
an attendant multiple transversing of 
franchise areas. These companies would 
accept delivery of out-of-state natural gas 
at the east bank of the Hudson river in 
New York city. The gas flow from that 
delivery point would be continuous and 
uninterrupted, without additional com- 
pression, through the proposed pipelines 
of the New York companies to their 


various local gas distribution systems. 

The commission held that the proposed 
transportation of gas, originating in 
Texas and Louisiana, through the au- 
thorized transmission pipeline of a nat- 
ural gas company and the integrated 
pipe-line system of the New York com- 
panies, to the points of delivery into their 
local distribution systems, presented a 
complete and integrated operation hav- 
ing all the essential elements of inter- 
state commerce. It believed the plain 
facts brought each of the local companies 
within the definition of a “natural gas 
company” as set forth in § 2(6) of the 
Natural Gas Act. 

The New York companies contended, 
however, that they were not, and would 
not become natural gas companies sub- 
ject to the jurisdiction of the Federal 
Power Commission, upon completion and 
operation of the proposed pipe-line fa- 
cilities. They urged that the proposed 
facilities fell within the exemption of 
§ 1(b) of the act, as local distribution 
facilities, since the facilities were essen- 
tial to their local gas distribution busi- 
ness. They also claimed that such trans- 
portation as took place was merely inci- 
dent to use at the end. The commission 
reiected this contention. 

The commission pointed out that it had 
emphasized in an earlier opinion that 
such a test apparently would require that 
facilities be classified according to the 
principal ultimate purpose they served, 
and that such a construction of § 1(b) 
would exempt virtually all facilities used 
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in the natural gas industry. It said that 
for the principal ultimate purpose, the 
“end use” of nearly all facilities is either 
to bring gas to centers of local distribu- 
tion or thereafter to distribute gas 
locally. 

Classification depends upon the func- 
tion for which a facility is used. The 
commission still adheres to that view. 

Even if it were assumed that jurisdic- 
tion could attach only to the transporta- 
tion of natural gas in interstate commerce 
as a business, as the New York compa- 
nies argued, it would not be logical to 
assume that the transportation of natural 
gas in the approximate maximum daily 
amount of 194,500 mcr by the New York 
companies through their integrated 


transmission pipe-line system with aver- 
age annual earnings in excess of $450, 
000 did not constitute being engaged in 
transportation as a business. 

The commission found that the intro- 
duction of natural gas in the metropoli- 
tan area of New York city was war- 
ranted and that the plan presented no 
unusual or unwarranted financing prob- 
lem or cost that would be detrimental to 
the public interest. Therefore, it approved 
construction of the proposed facilities. It 
found that construction would result in 
savings which would redound to the pub- 
lic interest. Re Consolidated Edison Co. 
of New York, Inc. et al (Docket Nos. 
G-1167, G-1171, G-1190, Opinion No. 
181). 


7 


Retroactive Rate Orders Invalid 


HE supreme court of Georgia held 

that a trial court properly prohibited 
the enforcement of a commission order 
requiring a gas company to make retro- 
active adjustments and refunds to cus- 
tomers. A rate order, like an act of the 
legislature, operates in the future and 
cannot apply retroactively. Therefore, 
an order which, in effect, reduced gas 
rates was invalid in so far as it required 
the company to refund payments under 
a rate schedule which, when the charges 
were made, was approved by the com- 
mission. 

In 1947 the commission approved two 
separate rate schedules. One provided 
for uninterruptible gas service and the 
other for interruptible service. The for- 
mer schedule prescribed a higher rate 
than the latter. Subsequently, the com- 
mission found the uninterruptible service 
cv .omers had not received any better 
service than interruptible customers. It 
ordered the company to apply retroac- 
tively its interruptible rate schedule to 
all customers and to make refunds to 
those who had been billed on the unin- 
terruptible basis. 

The court found nothing in the powers 
given to the commission which would 
authorize it to grant reparations or com- 
pensatory damages by reason of the col- 
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lection of unreasonable rates. Here the 
company was not charged with collecting 
an unreasonable rate. The customers to 
whom the company was ordered to make 
adjustments had paid the rates fixed by 
the commission, 

Even if a commission, after fixing a 
rate, subsequently determined that it was 
unreasonably high, it had no authority, 
in revising the rate, to require re- 
funds, The commission had no more au- 
thority to require refunds in this case 
than it would have to determine that a 
rate previously fixed had been unreason- 
ably low and to require customers to pay 
the difference between the amount ac- 
tually paid and the amount which they 
should have paid. 

The commission argued that the suit 
against it was a suit against the state 
and could not be brought without state 
consent, The court, rejecting this con- 
tention, considered the nature of the ac- 
tion and the relief asked, rather than the 
character of the agency sued. The mere 
fact that the commission was a constitu- 
tional body did not make this an action 
against the state. If the gas company was 
successful in this action, the only parties 
adversely affected would be the cus- 
tomers to whom the order directed the 
refunds to be made. If the action failed, 
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the only party affected would be the com- 
pany, which would have to pay the re- 
fund. 

The state was not a party to the action. 
No judgment was asked which would 
take any state property, fasten a lien on 
it, or interfere with the disposition of 
state funds. Neither would it compel the 
state to perform any contract to pay any 
debt or direct the exercise of any discre- 
tion committed through its officers. 

A contention that the company had an 
adequate remedy at law in that it could 
have applied for review of the order, or 
could have set up the invalidity of the 
order as a defense in any enforcement 
action, was also rejected. No specific 


e 


statute in Georgia provides the method 
by which commission orders can be re- 
viewed, The court held that where no 
remedy is provided by statute, injunc- 
tion is the proper remedy. 

Even if the commission were correct 
in its contention that its order could be 
reviewed by writ of certiorari, such 
remedy would not be available to the gas 
company in this action because it claimed 
that the order was void, The court stated 
that it has repeatedly held that the writ 
of certiorari will not lie when the attack 
on the order in question is on the ground 
that it is void. Public Service Commis- 
sion et al. v, Atlanta Gas Light Co, 55 
SE2d 618. 


Rates Must Recognize Service Costs 


T= Wisconsin commission denied a 
telephone utility’s application for 
authority to put a new rate schedule into 
effect where proposed rates would be dis- 
criminatory in that differentials in cost 
and value of service were not recognized 
in the plan. 


e 
Rate Change Does Not Impair Contract of Bus Token Holders 


A interesting question as to the obli- 
gation of a transit company to ac- 
cept bus tokens purchased prior to ap- 
proval of a rate increase was presented 
to the city court of Rochester, New York, 
when a passenger sued for damages upon 
being denied carriage. 

Prior to approval of the rate increase 
six “old” tokens were sold for 50 cents, 
while the cash fare was 10 cents. The 
new rates provided for the sale of five 
tokens for 45 cents with the cash fare 
remaining unchanged. When the com- 
mission approved the rate increase, the 
company announced that it would cash 
in all the “old” tokens or w. *1"4 accept 
them with one cent as the fa:.. ‘or one 
passenger under the new rates. 

The passenger had purchased the 
tokens about two weeks before the new 
rates became effective. She boarded a bus 
on the effective day of the new rates, de- 
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When existing rates were found to 
be unreasonable because of inadequacy, 
the commission authorized a schedule 
which would allow the company a 6 per 
cent return on the rate base, which it 
considered reasonable and lawful. Re 
Service Teleph. Co. (2-U-3049). 


posited an “old” token, refused to de- 
posit an additional penny or a new token 
and finally was ejected from the bus. No 
force was used. 

Two grounds were relied on by the 
passenger: first, that her purchase of the 
token marked “good for one city fare” 
was a contract which could not be im- 
paired by the commission; second, that 
no authority existed for the company’s 
demand for the additional penny, making 
a total charge of 94 cents for the ride. 

Judge George D. Ogden, after analyz- 
ing the complaint and the circumstances 
surrounding the incident, dismissed the 
complaint. He ruled that no violation of 
the “impairment of contract” clause had 
taken place when the commission ap- 
proved the rate increase, since the law 
conferring rate-making authority on the 
commission had been in effect when the 
contract was made. The agreement be- 


JAN, 5, 1950 














tween the carrier and the passenger was 
subject to the inherent right of the com- 
mission to change its terms, 

On the second point the passenger 
vigorously contended that the demand 
for an “old” token worth 84 cents, plus 
one cent, was unjustly discriminatory 
since other passengers were riding for 
one new token worth 9 cents. 

The court overruled this contention by 
pointing out that anyone using “old” 
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tokens was using them only for their cash 
equivalent and after adding a penny to 
their value was paying a cash fare of 94 
cents. Consequently, Judge Ogden con- 
cluded, no basis existed on which the 
passenger could claim discrimination 
when the duly established cash fare, un- 
der both the new and the old rates, was 
10 cents, or two-thirds of a cent more 
than was demanded of her, Jones v. 
Rochester Transit Corp. 


e 


Segregation at Airport Restaurant Permitted 


HE action of a colored person for 
damages resulting from her being 
refused service in the dining room and 
coffee shop at an airport because of her 
race and color was dismissed for the 
most part by the United States District 
Court for the Eastern District of Vir- 
ginia. The restaurant practiced segrega- 
tion and offered facilities to colored air 
travelers in another restaurant. 
The court ruled that when the pas- 
senger was given a chit entitling her to 
eat at air-line expense at the airport res- 


taurant she was charged with knowledge 
that the restaurant practiced segregation, 
so that no right of recovery arose upon 
her being refused service. 

The court refused to dismiss that 


phase of her action in which her right of ; 


recovery was based-on the fact that ac- 
commodations available to colored peo- 
ple were not substantially equal to those 
available for whites. The court indicated 
that a jury trial would follow on this 
issue. Nash v. Air Terminal Services, 


85 F Supp 545. 


e 


Conversion from Manufactured to Natural Gas Authorized 


GAS company was authorized by the 

Missouri commission to convert 
from manufactured gas to straight nat- 
ural gas where the demand for service 
greatly exceeded the demand which the 
company had been able to supply. In or- 
der to meet the increased demand by 
continuing to serve mixed natural and 
manufactured gas, the company would 
be required to install additional manu- 


e 


facturing facilities at a great expense. 

The resulting cost of the gas would be 
greater than the cost if conversion to 
straight natural gas were permitted. Fur- 
thermore, the conversion would result 
in an increase in the capacity, measured 
in heat units, of the company’s distribu- 
tion system and a consequent increase in 
its capacity to serve the public. Re Lac- 
lede Gas Light Co. (Case No. 11618). 


Federal Bureau Opposition to Power Project License Fails 


iy Ym Federal Power Commission 
granted a preliminary permit to the 
Fresno Irrigation District and a 50-year 
license to the Pacific Gas and Electric 
Company for hydroelectric power proj- 
ects on Kings river, California, despite 
opposition by the Secretary of the In- 
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terior and the Bureau of Reclamation. 

The commission denied the Fresno 
District application for authority to de- 
velop the north fork of the river. The 
preliminary permit was for a power plant 
downstream at the Pine Flat dam. Fres- 
no District could perfect its plan for 
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serving some of the essential pumping 
requirements of its members. The com- 
mission found that the irrigation district 
would not be dependent upon the power 
company for the financial success of such 
an undertaking. The district could serve 
a useful function in adequately utilizing 
the water-power resources at that dam. 

The Federal agencies urged that fur- 
ther development of the water resources 
on Kings river should be left exclusively 
to the United States, under the Reclama- 
tion Bureau’s proposed comprehensive 
plan for development of the Central Val- 
ley basin. This plan included projects on 
Kings river. A commission examiner had 
previously recommended that develop- 
ment should be undertaken by the United 
States and that the commission so re- 
port to Congress. This, in effect, would 
deny the present applications. Last Au- 
gust, President Truman rejected a re- 
port on the bureau’s development plan 
with the comment that it did not contain 
sufficient information with respect to en- 
gineering and economic feasibility to jus- 
tify approval. 

The commission stated that it was con- 
fronted wich the suggestion that it should 
withhold approval of the pending appli- 
cations and reserve development of the 
water resources exclusively for the 
United States on the possibility that at 
some time in the future a more economic 
plan of development might be worked 
out. 

It was not persuaded, however, that 
the revision of the bureau’s plan, ap- 
proved by the Secretary of the Interior, 
afforded a proper basis for withholding 
approval of the applications of the irri- 
gation district or the electric company. 
Both had submitted proposals for more 
complete development than that proposed 
by the bureau. 

The commission observed that the bu- 
reau’s plan was contingent on many un- 
certain factors, such as adequate steam 
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support and markets. There was no as- 
surance that a sound bureau proposal 
could be prepared. Under such circum- 
stances, it did not believe it to be in the 
public interest to allow these water re- 
sources to remain idle. 

Congress gave the commission broad 
discretionary powers to delay utilization 
of water-power resources where delay is 
found to be in the public interest. But, 
the commission said, the Federal Power 
Act does not contemplate delay beyond 
the time when it is economically feasible 
to provide for construction with the safe- 
guards of licensing conditions. In addi- 
tion to the desirability of using water 
power whenever such use is more eco- 
nomical than the use of nonreplaceable 
fuels, the commission must consider the 
effect of continued uncertainty upon the 
general public in the area affected. 

In determining the size of the power 
installation that can be economically made 
at any particular water-power site, con- 
sideration must be given to the charac- 
teristics of the water flow available and 
of the power load which can be served. 
The commission found that the generat- 
ing capacity proposed by the electric 
company should be installed to utilize the 
waters to their utmost economic value 
for power purposes. 

The company proposed to construct 
the facilities immediately. It was pointed 
out that the power company operates a 
large public utility system which needs 
additional generating capacity if the pub- 
lic is to continue to be served adequately. 
The proposed facilities would fit into the 
company’s existing facilities in a desir- 
able manner, and the output could be eco- 
nomically utilized in the company’s power 
market. The company also showed its 
financial ability to commence work on the 
facilities immediately and to complete 
them. Re Fresno Irrig. Dist. et al. (Proj- 
ect Nos. 1925, 175, 1988, Opinion No. 
183). 


Estimated Weight Use by Motor Carriers Ended 


HE California commission, after ex- 
amining the practice of intrastate 
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motor carriers of using “prescribed,” 
“estimated,” or “agreed” weights for 
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shipments, ordered that the carriers com- 
mence basing their charges on actual load 
weights. 

The commission ruled that the carriers 
had the responsibility of determining as 
accurately as feasible the actual weight. 


e 


This would tend to eliminate or minimize 
discrimination between shippers. Re 
Rates, Rules, Regulations, Charges, Al- 
lowances, and Practices of Common Car- 
riers (Case No. 4808, Decision No. 
43301). 


Other Important Rulings 


HE Maryland commission, which 

had authorized temporary rate in- 
creases for gas, electric, and steam- 
heating services, ordered that the 
temporary rates be made permanent 
upon finding that those rates produced 
and would produce a returu of between 
54 and 6 per cent. Re Consolidated Gas 
E. L. & Power Co. (Case No. 4979, 
Order No. 46585). 


The Pennsylvania commission held 
that a nonprofit community club which 
is not a consumer of a water company and 
which has no contractual relationship 
with it is not a party having an interest 


entitling it to complain against water 
service. Lower Paxton Township Super- 
visors et al. v. Harrisburg Suburban 
Water Co. (Complaint Docket No. 
14788). 


The appellate division of the superior 
court of New Jersey affirmed an order of 
the board of public utility commissioners 
holding that a railroad’s responsibility to 
maintain and repair a bridge does not 
extend to the approaches to the span but 
is limited to that portion of the bridge 
within its right of way. Bergen County v. 
Board of Public Utility Commissioners, 
68 A2d 645. 
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CONNECTICUT PUBLIC UTILITIES COMMISSION 


Re Connecticut Power Company 


Docket No. 8259 
October 28, 1949 


A PPLICATION by a gas and electric company for authority to 


increase gas rates; denied. 


Rates, § 381 — Gas — Competing fuels. 


1. The Commission will not authorize a gas rate increase where this will 
result in drying up the demand for gas service by forcing customers to 
convert to electricity or other competitive fuels, p. 10. 


Return, § 71 — Gas and electric company — Maintenance of corporate credit. 


2. A gas and electric company should not be authorized to charge in- 
creased gas rates exceeding the value of service where under existing 
rates it will earn a return upon its net investment in its combined gas and 
electric utility plant adequate to maintain corporate credit, p. 11. 


Rates, § 172 — Reasonableness — Value of service. 
3. Public utility rates should not exceed the value of the service to the 


consumer, p. 11. 


By the CoMMISSION : 


Summary of Finding and Order 

The Commission considers and de- 
nies the application of The Connecticut 
Power Company to increase its gas 
rates in its three gas divisions, New 
London, Stamford, and Torrington, to 
yield $178,000 annually in additional 
revenues, an average increase of 9 per 


[1] 


cent in revenues. The Commission 
had previously authorized an adjust- 
ment of the company’s gas rates in 
amount of $185,000 annually, effective 
January 15, 1949, the principal reason 
being a substantial increase in wages 
for the company in 1948. In denying 
the present application of the company, 
the Commission considers the applica- 
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tion from the aspect claimed by the 
company of maintaining earnings, as a 
combined gas and electric utility, suffi- 
cient to maintain its corporate credit. 
The Commission finds that the net 
earnings of the company as a whole 
for the year 1949 will be sufficient 
to maintain its corporate credit with- 
out increasing further its level of gas 
rates. 

The Commission considers the pro- 
posed gas rates as related to the cost 
of producing gas in the several divi- 
sions and the relative efficiency of the 
company’s gas manufacturing plants 
in those divisions. The Commission 
observes that, from present indications, 
natural gas will be available by 1951 
in the Stamford Division. The Com- 
mission finds that the proposed gas 
rates will be more expensive to many 
customers than would be the case if 


electricity were used instead of gas, and 
that many customers will be gradually 
forced to convert from gas to electricity 
or to other competitive fuels if the 


gas rates are increased further. The 
Commission finds that until natural 
gas is available for distribution within 
this state, the solution lies in continu- 
ing unchanged the present level of gas 
rates in the three divisions. In the 
interim, the maintenance of the present 
level of gas rates will aid in retaining 
present business and should aid in at- 
tracting new business, to the end that 
the cost of gas in the holder will not 
increase further. 

The Commission concludes, under 
these economic circumstances and in 
view of the company’s expected ex- 
perience in 1949 of a sufficient return 
upon its net investment in its combined 
gas and electric property adequate to 
maintain its corporate credit, that the 
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petition for rate relief should be and 
it is denied. 


The Application, Hearing, and Ap- 
pearances 

The Connecticut Power Company 
filed with the Commission on May 13, 
1949, revised gas rate schedules to 
supersede all of the company’s gas rate 
schedules on file with the Commission 
and to became effective July 1, 1949, 
These revised schedules are applicable 
to the company’s residential, com- 
mercial, and industrial customers in 
the divisions in which it supplies gas, 
namely, its New London, Stamford, 
and Torrington divisions. These 
schedules were designed to increase the 
company’s revenues from its gas de- 
partment $178,000 annually, a 9 per 
cent increase in its revenues from sales 
of gas. Further details respecting these 
revised rate schedules are set forth 
in following pages. 

Upon the filing of these revised rate 
schedules the Commission issued an 
order suspending the proposed rates 
until further order of the Commission, 
The Commission also ordered that an 
investigation be made of the reason- 
ableness of the proposed new rates and, 
for such purpose, assigned a hearing 
to be held at the Commission’s office, 
room 585, State Office building, Hart- 
ford, on Tuesday, July 12, 1949, be- 
ginning at 10:30 o’clock in the fore- 
noon (daylight saving time). Notice 
of the time and place of the hearing 
was given to The Connecticut Power 
Company, to the municipalities affect- 
ed by the revised rates and to other 
interested parties, as fully appears 
from Commission’s order of notice and 
return of its secretary thereon, on file. 
Public notice was also given by adver- 
tisement in the New London Day, 
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Darien Review, Stamford Advocate, 
Torrington Register, and Norwalk 
Hour. At said time and place The 
Connecticut Power Company appeared 
by officers and counsel. The city of 
New London appeared by its city man- 
ager and a member of its common 
council in objection to the increases 
in rates applicable to New London. 
The hearing was continued on July 13, 
1949, and then adjourned until August 
24, 1949, at 10:30 a. m. to be held 
at the Commission’s office in Hartford 
and was concluded on that date, due 
notice of the adjourned hearing being 
given to the interested parties by the 
secretary of the Commission and pub- 
lic notice again advertised in the news- 
papers set forth above. At the ad- 
journed hearing on August 24, 1949, 
The Connecticut Power Company and 
the city of New London again ap- 
peared. At this adjourned hearing, in 
addition to the appearance of the com- 
pany and the city of New London, a 
number of organizations, mercantile, 
political, and labor, as well as a number 
of gas customers of the company, prin- 
cipally in the Stamford area, appeared 
and expressed their objections to the 
proposed increase in gas rates. Letters 
from individuals and business firms 
in the New London, Stamford, and 
Torrington divisions of the company 
in objection to the petition were filed 
at or prior to the several hearings. 
Prior to the adjourned hearing on 
August 24, 1949, a letter protesting 
the increase in rates was filed by the 
retail merchants of Stamford, Inc. 
A large number of telegrams from 
Stamford merchants were received by 
the Commission on August 23, 1949, 
objecting to the granting of the peti- 
tion. Telegrams were also filed by the 


mayor of Stamford, the city manager 
of New London, and the Eastern Con- 
necticut Restaurant Association of 
New London at or prior to the ad- 
journed hearing, all of these commu- 
nications objecting to the increase in 
gas rates. A petition, signed by 3,490 
housewives in Stamford, in objection 
to the petition, was filed at the ad- 
journed hearing on August 24, 1949, 
and a petition, signed by approximate- 
ly 1,000 residents of Stamford, mem- 
bers of the International Association 
of Machinists, District Lodge #127, 
also protesting the proposed rate in- 
crease, was filed by that association 
with the Commission subsequent to 
the hearings. 

The Connecticut Power Company 
operates in seven divisions, known as 
the Farmington, Housatonic, Man- 
chester, Middletown, New London, 
Stamford, and Torrington divisions. 
In the New London, Stamford, and 
Torrington divisions the company dis- 
tributes both gas and electricity. It 
distributes electricity only in the Farm- 
ington, Housatonic, Manchester, and 
Middletown divisions. 


Gas Rates Proposed by the Company 
in Its Application 
The proposed increases in gas rates, 
as allocated between the several classes 
of customers, together with the per 
cent increase, are shown in Table I 
below : 


TABLE I 
Estimated Annual 
Increase in 
Revenues 
1949 Basis 


Per Cent 
Increase 


Class of 

Service 
Residential 
Commercial 
Industrial 
Oth 


Total 
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The gas customers of the company 
in its Stamford, New London, and 
Torrington divisions, separated as be- 


tween residential customers and all 
other customers, are shown in the fol- 


Taste II 


Stamford 
New London 
Torrington 


Total 


Prior Rate Relief 

Effective January 15, 1949, the 
Commission authorized an increase in 
operating revenues for The Connecti- 
cut Power Company of $536,000 per 
annum, based upon estimated sales of 
gas and electricity for the year 1949 
(Commission Docket No. 8151 dated 
December 30, 1948). This total in- 
crease, substantially less than the 
$708,000 requested by the company, 
was apportioned $185,000 to the gas 
department and $351,000 to the elec- 
tric department. The increase in rev- 
enue in the electric department was au- 
thorized by the extension of the com- 
pany’s fuel adjustment clause to all 
of its commercial and industrial cus- 
tomers and to municipal street light- 
ing; also, by extending the company’s 
fuel adjustment clause to all its resi- 
dential and municipal customers. 

In the gas department a change in 
rates was authorized, namely, the 
monthly minimum charge was raised 
50 cents in each of the gas divisions. 

The Commission found in its Dock- 
et No. 8151 that the company had 
operated its gas departments in its 
Torrington and New London divi- 
sions at a deficit in the year 1948 and 
had operated its gas department in 
its Stamford Division at a small profit 
in that year. The principal reason for 
the increase in revenues authorized by 
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lowing table: 
Residential Gas All Other Gas 

Customers Customers Total 
--+. 14,855 1,044 15,899 
ere, 852 8,650 
atts ee 322 6,152 
—— 2,218 30,701 


the Commission in its Docket No. 
8151 was an increase in wages of about 
$300,000 on a 12-month basis which 
the company had sustained in July, 
1948, retroactive to April, 1948, and 
which was allocated $225,000 to the 
electric department and $75,000 to the 
gas department. 


The Company's Estimated Gas Earn- 
ings in 1949 and Reasons for 
Rate Relief 

At the hearing upon the present peti- 
tion the company stated as the rea- 
son for the proposed increases in rates 
the necessity of bringing up its net 
earnings in its gas department from 
almost a deficit in 1949, as estimated 
at the hearing, toa small profit. Effec- 
tive May 1, 1949, the company had 
sustained a further increase in wages 
of $100,000 on an annual basis allocat- 
ed approximately $75,000 to the elec- 
tric department and $25,000 to the 
gas department. The purpose of this 
requested rate relief, the company stat- 
ed, was to enable it, as a combined gas 
and electric utility, to earn sufficient 
revenues upon which to finance new 
capital requirements that are needed, 
largely in its electric department, in 
keeping abreast of a continuing de- 
mand for service from its customers. 

It claimed for the purpose of raising 

this capital that its present dividend 
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rate of 9 per cent on its common capital 
stock should be retained. The com- 
pany estimated that the proposed rates 
for the gas department, in combination 
with its expected earnings for 1949 
in the electric department, would af- 
ford a return or profit of 6.3 per cent 
to the company on the net cost of its 
combined electric and gas plant, in- 
cluding an allowance for working cap- 
ital, materials and supplies, in all $35,- 
099,000, with the proposed gas rates 
and present level of wages in force for 
twelve months. 

Shortly before the Commission au- 
thorized the change in rates on Decem- 
ber 30, 1948, in its Docket No. 8151, 
it approved the issue by The Connecti- 
cut Power Company of $6,000,000 of 
its first and general mortgage bonds 
(Commission Docket No. 8156, dated 
November 12, 1948) for the purpose 
of defraying capital additions in both 
the electric and gas departments of the 
company, but principally in the electric 
department. This increase in bonded 
debt raised the proportion of long-term 
debt to total capitalization in the com- 
pany’s capital structure from 36 per 
cent before the bond issue to 46 per 
cent after the bond issue. 

For the year ended December 31, 
1948, the gas department operated at 
a loss of $141,451, which represented 
a period prior to the rate relief in the 
amount of $185,000 authorized in 
Docket No. 8151. At the hearing 
estimates of revenues and expenses 
for 1949 in the gas and electric depart- 
ments were presented, these estimates 
being based upon the actual revenues 
and expenses for the first four months 
with the last eight months estimated. 
Subsequent to the hearing the com- 
pany filed with the Commission in ac- 
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cordance with its direction at the hear- 
ing, revised estimates for 1949 for 
both departments and the company as 
a whole, these revised estimates reflect- 
ing the company’s actual experience 
for the first six months of the year, the 
remainder for the year being estimated. 
This revised estimate shows improve- 
ments in net earnings in the gas de- 
partment and an increase in the util- 
ity operating income for the com- 
pany as a whole compared with the 
original estimate submitted at the 
hearing. 

The Commission now considers 
these revised estimates and the ques- 
tion of whether rate relief is required 
for the company as a whole to main- 
tain its corporate credit in financing 
new capital requirements to provide 
adequate service to the public, largely 
in its electric department. 

These revised estimates show for 
the first six months of 1949 that the 
company earned a profit before Federal 
income taxes of $24,868 in its gas 
department, largely as a result of the 
increase in gas rates authorized in 
Commission Docket No. 8151. For 
the remaining six months of 1949, the 
estimate indicates a loss in operations 
of $16,050 in the gas department, prin- 
cipally due to a drop in estimated sales 
of gas in the second half of 1949. On 
a twelve months’ basis for 1949, the 
indicated earnings in the gas depart- 
ment before Federal income taxes are 
$8,818 and after taxes the utility oper- 
ating income is $6,046, and for the 
electric department the utility operat- 
ing income is estimated at $2,123,913, 
and for the combined departments is 
estimated at $2,129,959. 

In Table III below we show these 
revenues, expenses, and utility operat- 
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ing income for each department sepa- 
rately and for the combined depart- 


ments for the year 1949 on the basis 
of the revised estimate: 


Taste III 
Estimated Income Statement for Year 1949 


Revenues 
Sales 


OPP eee eee eee eee ee eee eee eee ee ee 


Total Operating Revenues .............. 
Expenses 


Production—Operation and Maintenance .. 


Transmission—Operation and Maintenance 


Distribution—Operation and Maintenance .. 
Customers Accounting and Collecting 
Sales Promotion 
Administrative and General 
Wage Increase 


eeeee 
eee eee eee eee eee eee 
eee ee wee eee eee 
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Total Operating Expenses 


SE I OS ae 
Taxes Other than Federal Income 


Total Expenses 


eee eee eee ee 


Operating Income before Federal Income 
Taxes 


eee eee eee eee eee ee 


eee eee eee eens 


We show now in Table IV below 
the company’s investment in its electric 
and gas departments separately and as 
a combined gas and electric company, 
together with allowances for working 
capital, materials and supplies as of 
June 30, 1949, actual, and as of De- 
cember 31, 1949, as estimated by the 
company. Inasmuch as a substantial 
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Department 
$11,583,396 
45,7 


$11,629,129 


$6,639,900 


$8,517,950 


$2,123,913 


Gas Combined 


Department 


eat 


, , 


Electric 


$2,385,697 


$4,009,851 
205,425 
977,405 
357,779 


$1,350,188 
24,48 
293,107 
95,440 
92,815 41,216 
960,355 201,784 
36,270 12,090 
$2,018,309 
161,280 
197,290 


$2,376,879 





920,280 
957,770 


$3,111,179 
987,266 


$8,818 
2,772 


$6,046 


part of the increased utility plant, in 
the electric department principally, as 
of December 31, 1949, has yet to be 
installed, the Commission shows also 
in this table, as an indicated rate base, 
an average between the two periods, 
June 30, 1949, and December 31, 
1949, 


Utilit 


60M Less 


I 
Add- 
We 
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TasLe IV 
Projected Rate Base as of December 31, 1949 


Electric Gas 
Department Department 


$34,314,375 $8,342,003 


Combined 
Departments 


$42,656,378 


Jtility Plant * ees 
Less Accrued Depreciation 


Net Cost of Plant 


Add— 
Working Capital and Materials and Supplies 


Net Capital Investment Projected to Decem- 
ber 31, 1949 


$26,740,249 
2,230,000 


$28,970,249 


7,574,126 2,778,233 
$5,563,770 
565,000 


10,352,359 
$32,304,019 
2,795,000 


$6,128,770 $35,099,019 


*On the basis of estimated 1949 plant additions and retirements and after deduction of 


ustomers’ contributions for extensions. 


Indicated Rate Base as of June 30, 1949 


Utility Plant oes 
Less Accrued Depreciation 
Net Cost of Plant 
Add— i 
Working Capital and Materials and Supplies 


Net Capital Investment 


oe 


$25,016,592 


$27,177,592 


$8,181,083 
2,729,722 


$5,451,361 
570,000 
$6,021,361 


$41,116,555 
10,648,602 


$30,467,953 
2,731,000 
$33,198,953 


18,880 


2,161,000 


Indicated Rate Base Averaged 


Average Rate Base Rounded Out 


The utility operating income of the 
company estimated for the year 1949, 
under the present rates for the two de- 
partments separately and as a com- 
bined electric and gas utility, which 


$28,074,000 


$6,075,000 $34,149,000 


we have shown in Table III, may be 
now related in the following Table V 
to the indicated rate bases of the sever- 
al periods shown in Table IV together 
with the indicated rate of return. 


TABLE V 
Ratio of Utility Operating Income to Net Capital Investment 


1949 
Rate Base as of June 30, 1949 
Rate Base as of December 31, 1949 
Rate Base Averaged 
Utility Operating Income 
Ratio of Utility Operating Income 
to Rate Base as of :— 

1. June 30, 1949 

2. December 31, 1949 

3. Averaged 


As set forth in Table V above, the 
ratio of the company’s utility operating 
income on a system basis, including 
both the gas and electric departments, 
to the average rate base for the year 
1949 is estimated to be 6.24 per cent. 
In the electric department the ratio 
of the utility operating income to the 


Electric 
Department 
$27,177,592 
28,970,249 
28,074,000 


Gas 
Department 
$6,021,361 
6,128,770 
6,075,000 

6,046 


Combined 
Departments 
$33,198,953 
35,099,019 
34,149,000 


2,123,913 2,129,959 


10% 
10% 
10% 


6.42% 
6.07% 
6.24% 


average rate base of that department 
for the year 1949 is 7.57 per cent while 
in the gas department the company will 
earn but a slight return. Although 
the indicated return in the gas depart- 
ment is small, it will be observed that 
the company in the instant proceeding 
is requesting gas rates that will yield 
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only a 1.7 per cent return. The in- 
dicated system return of 6.24 per cent 
is substantially the return of 6.3 per 
cent which the company estimated that 
the higher gas rates would produce 
on an annual basis. If the improve- 
ment in the utility operating income 
of each department and for the system 
as a whole, indicated by a comparison 
of the first six months’ actual experi- 
ence with the company’s original es- 
timate, based upon four months’ actual 
experience, continues throughout the 
balance of the year 1949, it is obvious 
that further improvement in the com- 
pany’s utility operating income, as 
shown in Table V, will be experienced. 
Accordingly, the Commission called 
upon the company to submit for its 
examination a further estimate of its 
1949 operating income using as many 
months of actual experience as possible 
with the remainder of the year estimat- 
ed. An examination of this revised 
estimate, submitted by the company, 
based upon the first nine months of 
1949 actual and three months estimat- 
ed, reflects that the upward trend in- 
dicated in the revised estimate submit- 
ted on a six months’ actual basis will 
continue for the remainder of the year. 
It now appears from that further esti- 
mate that unquestionably the company 
can expect a somewhat greater operat- 
ing income for the entire year 1949 
than the operating income shown in 
Table V in the amount of $2,129,959 
and sufficient to maintain its corporate 
credit, the purpose of this rate applica- 
tion. 

From the evidence summarized 
above, the Commission finds that the 
company has failed to demonstrate a 
need for rate relief and further consid- 
eration of the application can be lim- 
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ited to the reasons for the low earnings 
in the gas department and the injustice 
to customers in increasing gas rates 
beyond their present level. 


Production Costs of Gas in the Stam- 
ford, New London, and Torring- 
ton Divisions 

Basically the low earnings in the gas 
department are due to the high cost of 
producing gas in the three division 
represented by the cost of gas in th 
holder and we proceed accordingly to 
consider that subject. There is a wide 
variation between the cost of produc 
ing gas in the three divisions, from < 
low of 66 cents per thousand cubic feet 
in the Stamford Division to a hig 
of $1.03 per thousand cubic feet in th 

Torrington Division, the New London 

Division being intermediate at 83 cents 

per thousand cubic feet. The com- 

pany’s gas expert testified that the gas 
plant in the Stamford Division is the 
most efficient of the three divisions as 
measured by the cost of gas in the 
holder. There are several tests of ef- 
ficiency but this one appears to be the 
proper test since it determines the ef- 
fect upon the customers. The varia- 
tion between cost of manufacturing gas 
in the three divisions is due to several 
reasons, one being the relationship be- 
tween plant capacity and demand, an- 
other is the kind and cost of gas-mak- 
ing fuels used, and a third is the par- 

ticular process of manufacture. , 

In the New London Division all gas 
manufactured is by the water gas proc- 
ess, using a specially prepared coal 
and a light gas oil as an enricher. In 
the Torrington Division the process 
is also water gas but coke is used for 

generator fuel rather than coal and a 

light gas oil is also the enricher. In 

Stamford gas is made by both the 
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water gas process and the coal gas 
process, the water gas process being 
rincipally used. The company re- 
cently installed a propane gas plant in 
its Stamford Division because of the 
combined demand for gas in the Stam- 
ford Division and from the Greenwich 
Gas Company which has forced the 
company to utilize its gas manufactur- 
ing facilities to their maximum capaci- 
wmties. The Connecticut Power Com- 
pany supplies the Greenwich Gas Com- 
pany with all the gas distributed by 
that company. While the cost of mak- 
ing water gas in Stamford is material- 
ly less than the cost of making coal 
gas, 563 cents per thousand cubic feet 
for water gas and 82 cents per thou- 
sand cubic feet for coal gas in 1948, 
the company cannot shut down the 
coal gas plant without a substantial in- 
vestment in another water gas set. At 
the same time it is not economical to 
increase substantially the investment in 
a propane gas plant because the market 
price of that commodity varies widely 
dependent upon its supply as a by-pro- 
duct of gasoline. In order to over- 
come marked fluctuations in the mar- 
ket price of propane, large storage 
facilities would be necessary. Hence 
the company limits the use of propane 
to meeting peak periods of demand. 
The Commission observes from net 
earnings in the gas department of the 
@ Stamford Division that generally since 
1944 operations have veen profitable 
in that division. On the other hand, 
the New London Division has consist- 
ently operated at a deficit from 1944 
through 1949 estimated, and the Tor- 
rington Division has generally operat- 
ed at a small profit throughout the 
same period. This contrast between 
the Stamford Division and the other 


two divisions is due to the wide varia- 
tion in the cost of producing gas in the 
several divisions, as previously stated. 
The New London and the Torrington 
divisions are efficient as measured by 
the quantity of fuel required to make 
gas per thousand cubic feet, but meas- 
uring efficiency by the cost of gas in 
the holder, as related to all production 
costs, they are inefficient. The de- 
mand for gas in the New London Di- 
vision is not sufficient to utilize the 
present capacity of the gas-making 
plant at its most efficient level for pro- 
duction, with the result that the aver- 
age cost of producing gas per thousand 
cubic feet is high. In the Torrington 
Division, there is not sufficient demand 
for gas to operate the plant on a two- 
shift basis and there is too much de- 
mand for gas to operate on a one-shift 
basis. With respect to the New Lon- 
don Division in particular, any de- 
crease in the present quantity of gas 
manufactured would further increase 
the cost of the gas in the holder, so 
long as the present price levels of gas- 
making fuels do not decline substantial- 
ly, and any decrease in the sale of gas 
in that division, resulting from increas- 
ing the present level of rates, would 
obviously increase the cost of gas in 
the holder. 

We have, therefore, a situation in 
the three divisions where the company 
must either revamp its gas-making 
plant and, with respect to the Stamford 
Division, must also enlarge its plant, 
all at a substantial capital outlay, or 
endeavor to tide over the situation un- 
til natural gas becomes available. In- 
asmuch as natural gas is now avail- 
able for local distribution in the New 
York area, it appears reasonable to 
expect that by 1951 it will be available 
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in the Stamford Division and will per- 
mit the company to avoid substantial 
additions to its gas-manufacturing 
plant in Stamford. At the same time 
this availability of natural gas would 
reduce the requirements of the Green- 
wich Gas Company upon the Stamford 
Division since natural gas would be 
available to the Greenwich Gas Com- 
pany directly. 


The Economics of the Situation 

[1] We come now to the effect 
upon the gas customers of the company 
of imposing higher gas rates upon 
them under the circumstances to which 
we have referred in the topic above. 
A study of the proposed gas rates in 
the several divisions in relation to the 
cost of electricity in the same divisions 
indicates that where the two fuels are 
competitive, in the field of cooking, 


for example, the proposed gas rates 
will be more expensive to the customer 
than would be the case if electricity 


were used instead of gas. The Con- 
necticut Power Company is the only 
company supplying electric service in 
the areas that it serves with gas. It is 
obvious that under such circumstances 
new customers in the commercial and 
residential classes would be discour- 
aged from using gas and the only de- 
terrent to an existing gas customer 
from converting to electricity is the 
cost of the conversion and the cost of 
obtaining the required appliances. 
Some point is reached for this type 
of customer, depending essentially 
upon the age of his gas appliances, 
where a further increase in gas rates 
will force him to make the con- 
version. To some extent, also, it 
appears that the proposed gas rates 
would be close » the cost in the 
same areas concerned of so-called 
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bottled gas, technically known as 
liquid petroleum gas, thereby ex. 
posing the company to loss of sales 
to this competitive fuel. This is par. 
ticularly true in the Torrington Di. 
vision, especially with respect to in- 
dustrial customers. There are a few 
of such customers who use gas in large 
amounts and the present gas rates hold 
that business. A further increase in 
rates may lose that business. 

As shown in Table I, the proposed 
increase for each class of service is 
high and, as an average, it is 9 per 
cent for all classes of customers. In 
endeavoring to increase its earnings 
in its gas department under the con- 
ditions presently obtaining in the cost 
of manufacturing gas in its several di- 
visions, by increasing its existing gas 
rates to and beyond the cost of com- 
petitive fuels, the company appears 
to be following a vicious circle, particu- 
larly in the Torrington and New Lon- 
don divisions. A decrease in the vol- 
ume of sales in those divisions, as we 
have previously pointed out, will only 
increase further the cost of gas in the 
holder. We have also called attention 
to the fact that in the Stamford Divi- 
sion the gas department has generally 
operated at a profit since 1944. The 
Commission cannot be a party to 
drying up the demand for gas serv- 
ice by forcing customers to the use 
of competitive fuels as the other 
alternative. 

For the present, and until natural 
gas is available for distribution within 
this state, the solution appears to lie 
in continuing unchanged the present 
level of gas rates. In the interim, the 
maintenance of the present level of gas 
rates will aid in retaining present busi- 
ness and should aid in attracting new 
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business, to the end that the cost of gas 
in the holder will not increase further. 


Conclusion 

[2,3] The discussion above shows 
that the effect upon customers of the 
higher level of gas rates proposed 
would be to defeat its purpose by ex- 
ceeding the value of the service to con- 
sumers (New Haven v. New Haven 
Water Co. [1934] 118 Conn 389, 402, 
5 PUR NS 319, 172 Atl 767). Or- 
dinarily, the upper limit of a rate, that 
it shall not exceed the value of the 
service to the consumers, is not im- 
portant as a legal test because eco- 
nomics set that upper limit and, while 
basic economic laws work slowly, they 
work inexorably, despite governmental 
controls. The facts set forth above re- 


garding the gas department clearly es- 
tablish that the upper limit is a legal 
criterion in this case, interrelated, as 
it is, with the economic principles im- 
plicit in the discussion above. Under 
such circumstances, and in the light of 
the company’s 1949 experience indicat- 
ing that it will earn a return upon its 
net investment in its combined gas and 
electric utility plant adequate to main- 
tain its corporate credit, the Commis- 
sion finds that the petition for rate 
relief should be, and it hereby is, 
denied. 

We hereby direct that notice of the 
foregoing be given by the secretary 
of this Commission by forwarding true 
and correct copies of this document 
to parties in interest, and due return 
make. 
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Re St. Louis County Water Company 


Case No. 11,481 
August 10, 1949; rehearing denied September 9, 1949 


PPLICATION for authority to increase water rates to cover 
l \ municipal license taxes and franchise payments; new rates 


prescribed. 


Discrimination, § 32 — Between localities — Water rates — Municipal occupa- 


tional taxes. 


1. It is an unjust discrimination for water consumers of one area to be 
burdened with any part of the municipal license taxes levied or payments 


exacted by another area, p. 16. 


Rates, § 48 — Commission power — Municipal occupational taxes. 
2. The Commission has power to prescribe water rates which will, in 
effect, make a proper allocation of the operating expenses represented by 
municipal license taxes and franchise payments; in so doing it does not 
encroach upon or limit the powers or rights of any municipality to assess 


or collect taxes, p. 16. 


Expenses, § 109 — Municipal occupational taxes — Water company. 
3. The absorption, as general operating expenses, of municipal license 
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taxes and franchise payments, up to 2 per cent of a water company’s annual 
revenues, to municipalities in which it operates under 20-year franchise 


should not be approved, p. 18. 


Rates, § 147 — Cost of service — Municipal license taxes. 
4. Water consumers in municipalities levying license taxes or franchise 
payments should bear the burden of providing that revenue, and consumers 
living elsewhere than in the taxing municipalities should not be required 
to pay higher rates so as to provide the money necessary to pay those taxes, 


p. 18 


APPEARANCES: Emmet T. Carter 
and Gerald K. Presburg, for St. Louis 
County Water Company; George L. 
Stemmler and Forrest G. Ferris, Jr., 
for the city of St. Louis; Marvin E. 
Boisseau, for University City, Berke- 
ley, and Beverly Hills; L. A. Robert- 
son, for the city of Richmond Heights ; 
Lester W. Spilker, for village of Bel- 
Nor; Ronald S. Reed, for city of St. 
Joseph; Glen Mohler, for city of Clay- 
ton; R. E. Duffy, for the Commis- 
sion. 


By the Commission: On October 
25, 1948, the St. Louis County Water 
Company (hereinafter sometimes re- 
ferred to as applicant or company), 
filed with the Commission new rate 
schedules, which, upon becoming ef- 
fective, would cancel its existing rates. 

The purpose of the new rate sched- 
ules, as explained in a statement ac- 
companying same, is “to correct rate 
inequities between customers in the 
same classifications of service which 
have arisen because of recent imposi- 
tions of license taxes by some of the 
municipalities in St. Louis county.” 

Should these proposed schedules be- 
come effective, the company would 
then be authorized to collect from the 
water consumers of such incorporated 
areas in which it serves but in which 
it does not have a 20-year franchise, 
all license taxes imposed upon its op- 
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erations by such incorporated areas; 
and in incorporated areas in which it 
serves but in which it is operating un 
der a 20-year franchise, it would col- 
lect from the water users therein all 
license taxes levied by such incorpo- 
rated areas in excess of 2 per cent. 

Subsequent to the filing of the pro- 
posed rate schedules, several petitions, 
resolutions, and communications were 
received from various municipal cor- 
porations and political subdivisions ob- 
jecting to the rate schedules becoming 
effective. 

Thereafter, on the 12th day of No- 
vember, 1948, the Commission sus- 
pended said rate schedules and set the 
matter for hearing. Pursuant to due 
notice, the matter was heard by the 
Commission en banc at its hearing 
room in Jefferson City, Missouri, on 
January 12, 1949. All parties who 
requested were allowed to intervene 
and participate in the hearing. The 
parties appearing and participating in 
the hearing and their attorneys are 
shown above. 

Upon completion of the testimony, 
the Commission granted the applicant 
60 days in which to file a brief and al- 
lowed 30 days for answers thereto by 
intervenors and allowed 10 days for a 
reply to such answers, after which the 
case was submitted on the record. 
Briefs were filed on behalf of the ap- 
plicant and on behalf of the cities of 
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St. Louis, University City, Richmond 
Heights, Beverly Hills, and Berkeley. 
No facts were disputed in the briefs 
filed in this case. 


Findings of Fact 


The company’s evidence consisted of 
the testimony of W. V. Weir, its presi- 
dent, and fourteen exhibits. The only 
intervenors to present any evidence at 
the hearing were the city of St. Louis, 
the city of University City, the city of 
Beverly Hills, the city of Berkeley, and 
the city of Richmond Heights, which 
evidence consisted merely of a brief 
stipulation to the effect that said cities 
levied license taxes upon the various 
utilities operating within their corpo- 
rate limits. 

The company is a corporation or- 
ganized and existing under and by vir- 
tue of the laws of the state of Mis- 
souri, with its principal office in the 
city of University City, Missouri. It 
is authorized to carry on the business 
of a water company and is now, and 
has been for a long time past, engaged 
in doing business as such water com- 
pany in the county of St. Louis, Mis- 
souri. The company distributes water 


Date 


Apr. 23, 1943 
Nov. 6, 1946 
Aug. 4, 1947 
Aug. 26, 1947 
Sept. 8, 1947 
Oct. 14, 1947 


Berkeley 


Overland 
Oakland 


Municipality 
City of Maplewood 


Rock Hill 


and supplies fire hydrant service to 
consumers resident in the incorporated 
and unincorporated areas of St. Louis 
county with the exception of the cities 
of Webster Groves and Florissant and 
Public Water Supply District No. 3, 
to which the company sells water 
wholesale, and with the exception of 
the city of Kirkwood, in which only a 
portion of the consumers are served, 
the balance of whom are served by the 
city from its own supply. The incor- 
porated areas served, exclusive of 
the above noted exceptions, include 
four towns, thirty-eight villages, and 
twenty-four cities, or a total of sixty- 
six incorporated areas. 

Sixteen of the sixty-six incorpo- 
rated areas which the company serves 
have levied license taxes upon the ap- 
plicant, which are payable annually and 
which range in the amount from a flat 
payment of $1,300 to a sum equal to 
5 per cent of the company’s gross re- 
ceipts in the incorporated areas con- 
cerned. The names of the municipali- 
ties levying license taxes, the amount 
of the tax levied and the dates on 
which such levies began are as fol- 
lows: 

Tax Rate 
$1,300 Annually 
2% of Gross Receipts 
of Gross Receipts 
of Gross Receipts 
of Gross Receipts 


of Gross Receipts 
of Gross Receipts 


Arbor Terrace 
Jennings 
University City 
Beverly Hills 
Village of Bel-Nor 
of a a Heights 
“ Glendal 


“ 


June 21, 1948 
June 1, 1948 

June 28, 1948 
Sept. 20, 1948 
Nov. 12, 1948 


Jan. 1, 1949 


of Gross Receipts 
of Gross Receipts 


% of Gross Receipts 
% of Gross Receipts 


of Gross Receipts 


% of Gross Receipts 
% of Gross Receipts 


of Gross Receipts 
of Gross Receipts 


No license tax is paid for the right 
to do business in any of the unincor- 
porated territory of St. Louis county. 


13 


No license taxes have been levied by 
any of the four towns, thirty-seven of 
the thirty-eight villages, and nine of 
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the twenty-four cities which the com- 
pany serves. However, the company 
does presently pay under franchise 
agreements a 2 per cent gross receipts 
tax to the cities of Clayton, Brent- 
wood, and Ferguson and the village of 
Velda Village Hills. 

Seven of the first ten revenue-pro- 
ducing areas per customer, as well as 


City 
7 University City 
Richmond Heights 

Oakland 
Maplewood 
Shrewsbury 
Glendale 
Pine Lawn 
Berkeley 
Northwoods 
Overland 
Village of Bel-Nor 
City of 
“« « Jennings 
Arbor Terrace 
Beverly Hills 
Clayton 
Brentwood 


Ferguson 
Village of Velda Village Hills 

The gross revenue received by the 
company during the calendar year 
1947 from the 24 cities which it serves 
amounted to $1,008,803. Of this 
amount, $752,514, or 74.5 per cent, 
was received from the 15 cities which 
have exercised their license taxing 
power and $256,289 or 25.5 per cent 
was received from the remaining 9 
cities which have not levied license 
taxes. Of the $752,514 received from 
the 15 cities which levy license taxes, 
$367,015 or 48.8 per cent was re- 
ceived from cities which levy a tax of 
2 per cent on gross receipts, or less, 
and $385,499 or 51.2 per cent, was re- 
ceived from cities which levy a tax of 
5 per cent on gross receipts. 

Both the present and the proposed 
rates are on a system-wide basis. None 
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seven of the first ten revenue-produc- 
ing areas per mile of water main, are 
towns or villages in which no license 
taxes are levied or franchise payments 
made. 

The twenty incorporated areas 
which collect license taxes or franchise 
payments, in these two respects, rank 
as follows: 


Gross Revenue 
Per Mile 

51st 
12th 
14th 
45th 

9th 
31st 
48th 

8th 
57th 
52nd 
36th 
40th 


43rd 
33rd 
28th 
39th 

4th 
29th 
49th 
10th 


Gross Revenue 
Per Customer 


of the rates in question are applicable 
only to a given city, town, or village. 
The basic charges in both the present 
and the proposed rates, aside from the 
license tax feature, are identical. The 
only difference between the present 
and the proposed rates is that the pro- 
posed rates have superimposed upon 
the basic charges any license taxes im- 
posed by an incorporated area with 
which the company does not have a 
20-year franchise and fire hydrant rent- 
al contract, or any license taxes in ex- 
cess of 2 per cent imposed by any 
municipality with which the company 
does have a 20-year franchise and fire 
hydrant rental contract, whichever the 
case may be. The net effect of the 
proposed rates is to leave the basic 
charges exactly the same as they have 
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been and to allocate special taxes 
levied by a municipality to the con- 
sumers in such municipality, rather 
than to all of the consumers of the 
system. 


Contentions of Parties 


The company, in its statement filed 
with its rate schedules, states that the 
proposed rate schedules are required 
to correct rate inequities resulting 
from recent impositions of license 
taxes by some of the municipalities 
which it serves; that license taxes 
which are legally levied by cities which 
it serves must be paid by applicant, 
and are properly chargeable to operat- 
ing expenses ; that in fairness to water 
consumers outside a taxing municipal- 
ity there should be a direct allocation 
of such special tax costs to the resi- 
dents of the municipality which will 
benefit by such tax revenues. The 
company further takes the position 
that it is not improper to pay to a city 
which gives to it a 20-year franchise 
a 2 per cent gross receipts tax because 
all consumers throughout the system 
receive some benefit by reason of the 
stability of the utility resulting from 
its having franchises with the munici- 
palities in which it operates. 


On the other hand the protesting 
cities contend that the real issue being 
one of local taxes, and not rates, the 
Commission is without jurisdiction in 
the premises; that the proposed rates 
would result in unlawful and unrea- 
sonable discrimination because the 
tates which consumers in the same 
classification would pay would be sole- 
ly dependent upon the existence or 
nonexistence of a 20-year franchise; 
the applicant’s proposal amounts to the 
the capitalization of a franchise in a 
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manner not authorized by law; and 
aside from jurisdictional and other 
questions raised, applicant’s 2 per cent 
tax limitation is arbitrary and unrea- 
sonably low. 


Conclusions 


It is considered desirable at the out- 
set to define the scope of this inquiry. 
This is not the usual type of rate case 
in that the question as to whether or 
not the company is making a fair re- 
turn has no relevancy in this particular 
case. Nor is it appropriate in this 
proceeding to inquire into the reason- 
ableness of the basic rate classifications 
of the company. If there is likelihood 
that the company is making more or 
less than a fair return, or if it should 
appear that the company’s basic rate 
classifications are improper, then the 
Commission should, of course, in an- 
other proceeding directed at either or 
both of those matters, make an inves- 
tigation to ascertain whether or not 
changes therein should be ordered by 
this Commission. The only question 
presented in this case concerns the 
proper allocation of the moneys paid 
by the company to the municipal cor- 
porations under taxing ordinances or 
pursuant to franchise provisions; that 
is, whether these payments should be 
included in the company’s general op- 
erating expenses or segregated and al- 
located to the consumers in the re- 
spective municipal corporations to 
which the moneys are paid. 

In short, the sole question presented 
is whether or not an unjust discrimina- 
tion exists. If such discrimination 
does in fact exist, we are of the opinion 
that it is our duty to eliminate it even 
though a rate increase to certain con- 
sumers would be effected thereby. Of 
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course, our duty to eliminate any such 
unjust discrimination is wholly de- 
pendent upon our legal authority so to 
do. 

[1,2] No question has been raised 
as to the legality of any of the taxing 
ordinances or franchise agreements 
herein involved. Therefore, it must 
be presumed that all exactions there- 
under are legitimate operating ex- 
penses of the company. All operating 
expenses (whether for the payment of 
license taxes, general taxes, labor, 
maintenance, or whatnot) are, and 
must be, paid by applicant out of rev- 
enues it receives from its customers 
in payment of their water bills. It has 
no other source of income. 

So here we have a utility serving 
sixty-six municipalities and several 
densely populated unincorporated 
areas. Under its method of operation, 
none of its rate schedules is applicable 
to a single area, and all of its operating 
expenses are paid from moneys which 
the company receives from its patrons 
throughout its whole system. Some 
of the areas served, for reasons of 
their own, levy license taxes on the 
company’s business therein conducted. 
Others exact annual franchise pay- 
ments for the operating privilege. Oth- 
ers, either from their own choosing or 
because of the absence of statutory au- 
thority, do not levy such taxes. Every 
area, whether or not it belongs to the 
class that levies such taxes, is com- 
pelled to pay a portion of such taxes 
as a system-wide operatiag expense of 
the company. All water users of the 
whole system are assessed solely for 
the benefit of the few who levy the as- 
sessment. 


Of course, if all areas could, under 
the law, and did levy such taxes, which 
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varied little in the percentage of gross 
revenues by which the tax is comput- 
ed, the question here presented would 
be rather unimportant. 

The Commission is of the opinion 
that, under the facts in this case, all 
of the company’s water users residing 
in the areas, which neither levy li- 
cense taxes upon the company’s busi- 
ness nor receive franchise payments 
thereon, are being unfairly and unjust- 
ly discriminated against ; and to a less- 
er degree the same is true as to the 
areas which either levy license taxes or 
receive franchise payments only in the 
amount of 2 per cent of the gross rev- 
enues. 


Where such taxes or payments vary 
in rates among the areas served by the 
company, the effect is to burden con- 
sumers in some areas with a part of 
the taxes levied by other areas, unless 
the rates are adjusted to eliminate this 
effect. It is an unjust discrimination 
for the water consumers of one area 
to be burdened with any part of the 
taxes levied or payments exacted by 
another area. 


This question of passing on to the 
subscribers city special taxes was dealt 
with by the Department of Public 
Service of the state of Washington, 
Department of Public Service v. Pa- 
cific Teleph. & Teleg. Co. (1940) 37 


PUR NS 321. In that case seven out 
of numerous other cities served by the 
telephone company had levied city spe- 
cial taxes, and the company asked per- 
mission of the Department of Public 
Service to pass these taxes on to the 
subscribers in the cities where the tax- 
es were levied. In passing upon this 
question, the Washington Department 
of Public Service said, at p. 405: 

“It would be manifestly unfair to 
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impose upon the many thousands of 
telephone subscribers in this state, who 
live elsewhere than in the seven cities 
in which such taxes are now levied, 
the burden of providing the dollars 
necessary to pay occupation taxes in 
those cities. (It is no answer to say 
that the company should itself pay this 
tax, for the company must necessarily 
pay it out of dollars received from its 
subscribers. In our opinion, it is much 
more equitable to provide that the sub- 
scribers in the various cities should as- 
sume that responsibility, if such cities 
have used that method of providing 
additional tax revenue, than to require 
subscribers throughout the state to 
help carry the cost of paying the taxes 
exacted by these particular cities. 
There can be no doubt that an unjust 
and unreasonably discriminatory sit- 
uation now exists in respect to these 
particular taxes, and that this burden 
must be placed where it should be, 
namely, upon the subscribers in the 
particular localities in which the taxes 
are levied.) 

“Two methods have been suggested 
for accomplishing this end, one being 
to fix special exchange rates in the sev- 
eral localities in question sufficient to 
allow for these taxes under operating 
expenses, and the other to allow the 
pro rata passing on of the tax itself to 
the subscribers in the taxing localities, 
as proposed by the company. 

“The second suggestion is more eq- 
uitable. It has the advantage of im- 
mediately imposing upon ratepayers in 
any community which elects to derive 
revenue from such a tax, the burden 
of providing those dollars. Converse- 
ly, whenever any such tax is repealed 
by any of the levying cities, the sub- 
scribers in question will be relieved 


[2] 


automatically and concurrently of the 
burden which has been imposed upon 
them by their own municipalities. 

“An additional reason for this con- 
clusion is that if we countenance the 
recurrent imposition of similar taxes 
by the host of municipalities in this 
state upon the various utilities subject 
to our jurisdiction, the inevitable re- 
sult will be, as in this case, continually 
mounting operating expenses over 
which we can exercise no control. This 
may well lead to a procession of rate 
cases requiring the expenditure of 
much time and expense both by the 
utilities and by the Department. 

“We, therefore, direct the company 
to pass on municipal occupation 
taxes.” 

The Michigan Public Utilities Com- 
mission in Re Detroit Edison Co. 
(1936) 16 PURNS 9, at p. 24, in 
discussing a kindred subject, had the 
following to say: 

“Tf any municipality in the territory 
of the Detroit Edison Company suc- 
cessfully maintains in the courts its po- 
sition that it is entitled to rental for 
any of its public places, and if the De- 
troit Edison Company is compelled to 
pay to such municipality any amounts 
on account of such claims, it will cer- 
tainly become the duty of this Com- 
mission to increase the electric rates 
and charges of the Detroit Edison 
Company in that municipality in an 
amount sufficient to offset anything 
the utility is compelled to pay on ac- 
count of such claims asserted by such 
municipality. 

“Tt would certainly be most unfair 
and unjustly discriminatory against 
the other localities if this were not 
done. The Commission is unable to 
say at this time just how such a charge 
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should be spread. The utility should 
certainly be allowed to reimburse it- 
self from the ratepayers in any mu- 
nicipality which successfully main- 
tained such a claim; and the rates in 
such municipality should be increased 
by this Commission in an amount suf- 
ficient to enable the utility to reim- 
burse itself for any amounts it was so 
compelled to pay.” 

Nor do we view the authorization 
of rate adjustments designed to elim- 
inate such inequities as constituting an 
interference by this Commission with 
the taxing power of any municipality 
of this state. We are of the opinion 
that this Commission has the power 
to prescribe rates for the company 
which will in effect make a proper al- 
location of the operating expenses of 
the company represented by such li- 
cense tax and franchise payments and 


that in so doing we are not in any way 
encroaching upon or limiting the pow- 
ers or rights of any municipality to as- 


sess or collect taxes. This conclusion 
is supported by State ex rel. Pacific 
Teleph. & Teleg. Co. v. Department of 
Public Service (1943) 19 Wash2d 
200, 52 PUR NS 6, 58, 59, 142 P2d 
498, in which the supreme court of 
Washington held as follows: 

“There is no basis for the argument 
advanced by the cities to the effect that 
the Department is seeking to exercise 
the taxing power, or to interfere with 
the exercise of that power by the cities. 
The only question concerns the allo- 
cation of the moneys paid by respond- 
ent to the cities under a taxing ordi- 
nance or pursuant to franchise provi- 
sions, whether these payments will be 
included in respondent’s general op- 
erating expenses or segregated and 
passed to the ratepayers in the respec- 
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tive municipal corporations to which 
the moneys are paid. , 

“We are convinced that the Depart 
ment, in so far as such taxes are con 
cerned, has the power to fix special ex 
change rates applicable to the differen 
communities, which will in effect re 
quire the ratepayers in each commu 
nity to absorb a sum equal to thg 
amount of the tax which respondent ig 
required to pay to that municipality 
More than this, the Department can 
not do.” 

[3,4] The Commission is of the 
opinion that the absorption as genera 
operating expenses by the company o 
license taxes and franchise payments 
up to 2 per cent of its annual revenues 
to municipalities in which it operates 
under 20-year franchises should not be 
approved. According to the appli- 
cant’s evidence, in the calendar year 
1947, 45.8 per cent of its water was 
sold to, and 46 per cent of its revenue 
was paid by, consumers resident in 
areas in which no license taxes could 
be levied. Such consumers would 
have to share the burden of taxes 
levied by municipalities in which they 
did not reside if applicant were di- 
rected to charge any part of these taxes 
to general operating expenses. Nor 
do we find facts in the record which 
would warrant us in fixing the limit 
of the absorption at 2 per cent, or at 
any other figure. It is true that the 
record reveals that applicant did, in 
each case in which it voluntarily 
agreed to make annual franchise pay- 
ments, set such annual payments at 2 
per cent of its gross revenues in the 
municipality concerned. However, ap- 
plicant’s Exhibit “B” also shows that 
of the 28 cities with which applicant 
has franchise contracts, only 7 provide 
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or franchise payments. To thus ex- 
mpt certain customers to the extent 
bf 2 per cent of gross revenues would, 
n our opinion, result in unjust and un- 
easonable discrimination against cus- 
omers resident in areas which either 
Ho not or cannot obtain license taxes 
br franchise payments aggregating 2 
per cent of applicant’s revenues. 

In conclusion it is the considered 
udgment of this Commission that the 
onsumers in any and all municipalities 
which seek to obtain revenue from 
such taxes or payments should bear 
he burden of providing such revenue. 
It would appear equally appropriate 
hat upon discontinuance of such pay- 
ments to any municipality, the con- 
umers of that municipality should be 
relieved of the burden of paying such 
taxes or franchise payments. Such 
exactions, whether in the nature of li- 
cense taxes, occupational taxes, street 
rentals, franchise payments, or any 
other similar or kindred tax, should 
be paid by the water consumers resid- 
ing in the municipality which receive 
such taxes or payments. The alloca- 
tion of such costs should be accom- 
plished by and reflected in the rates 
themselves rather than by adding to 
each individual consumer’s bill as a 
separate item thereof. 


Entertaining these views, it is, 
therefore, 

Ordered: 1. That the schedules of 
rates filed by the St. Louis County 
Water Company on October 25, 1948, 
now under suspension, be and the same 
are hereby denied and said applicant is 
hereby directed to withdraw said 
schedules. 

Ordered: 2. That within fifteen 
days following the date of this report 
and order, the St. Louis County Water 
Company may submit for the consid- 
eration of this Commission schedules 
of rates containing the same basic 
rates and charges as now on file with 
the Commission and in effect, with 
provisions added thereto that all li- 
cense taxes, occupational taxes, street 
rental fees, and kindred exactions im- 
posed by any municipality or political 
subdivision and all franchise payments 
made to any such municipality or polit- 
ical subdivision shall be passed pro 
rata to the customers and users of the 
water service, residing in such munici- 
pality or political subdivision. 

Ordered: 3. That this order shall 
become effective thirty days from the 
date hereof and the secretary of the 
Commission is hereby instructed to 
mail a certified copy of this report and 
order to all interested parties. 
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Re Jersey Central Power & Light 
Company 


Docket No. 4362 
September 28, 1949 


PPLICATION by gas utility company for authority to increase 
A rates; denied. 


Revenues. § 2 — Estimates — Gas utility — Weather conditions. 
1. An estimate of operating income under recently authorized gas rate 
cannot be accepted as representative of earnings which may be reasonably 
anticipated under normal conditions when they are based on experienced 
operating results during a year when there was abnormally warm weather 
since an abnormally warm winter causes a marked curtailment in use of 
gas, p. 22. 
§ 187 — Burden of proof — Expected earnings. 
2. An increase in gas rates should be denied to a company which bases its 
case on the level of the past year despite knowledge of improved earnings 
during the current year and of expected substantial savings and expenses, 
without introducing a forecast to reflect resulting anticipated improvements 
in earnings, p. 22. 


* 


APPEARANCES: Joseph F. Auten- 
rieth, for the company ; Daniel deBrier, 
Deputy Attorney General, for the 
Board of Public Utility Commission- 
ers; Roberts & McInnis, by William 
A. Roberts and Francis J. Ortman, 
for Monmouth county, city of Asbury 
Park, and the boroughs of Deal and 
Bradley Beach; William T. Hiering, 
for borough of Seaside Park; Sam 
Kite, for Lakewood Taxpayers As- 
sociation; Mrs. D. K. Gannett,’ pro 
se. 


By the Commission: Jersey Cen- 
tral Power & Light Company (herein- 
after called company), filed on Feb- 
ruary 25, 1949, a revised schedule of 
rates for gas service involving an in- 
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crease to all classes of customers, to be 
effective with bills rendered on and 
after April 1, 1949. The Board sus- 
pended the proposed rates pending 
hearing and determination and as- 
signed April 12, 1949, as the date of 
hearing. 

The record indicates that the com- 
pany gave notice to its customers of 
the proposed change in rates by insert- 
ing advertisements in newspapers cir- 
culating in its service area. Notice 
of the time and place assigned for hear- 
ing was forwarded by this Board to 
the clerk of each of the municipalities 
served by the company. 

Hearings were held at Newark on 
April 12, June 22, 29, 30 and July 6 
and 7, 1949. The appearances entered 
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this cause are shown above. The 
ecord consists of 816 pages of testi- 
nony, 30 exhibits by the company and 
5 exhibits by the objectors. Briefs 

ere filed by counsel for company and 
bjectors. 

The company’s gas business is con- 
Hucted in three divisional operations 
hat are served by separate production 
facilities and are not interconnected by 
pipe lines, viz.: The Northern Divi- 
sion serving customers in Dover, 


Present Rates 
Ist 300 cu. ft. or less per month $1.05 
Next 2,700 cu. ft. $.161 per 100 cu. ft. 
Next 7,000 cu. ft. $.101 per 100 cu. ft. 
Over 10,000 cu. ft. $.071 per 100 cu. ft. 
Fuel Clause applies to all gas consumed. 


Minimum Charges per meter: 
5 lights $1.05 per month 
10-20 lights 3.00 per month 
30-120 lights 5.00 per month 
Over 120 lights 10.00 per month 
Short-Term Seasonal Service: 

A short-term seasonal charge of $1.00 per 
month shall be applied to the billings calcu- 
lated under the above schedule of charges 
and rendered during the months of April to 
September, inclusive, to consumers connected 
between April Ist and September 30th of each 
year. When consumers connected between the 
aforesaid dates have received service continu- 
ously from the date of connection to the first 
meter reading of the next calendar year they 
shall be considered annual consumers and shall 
receive a credit on subsequent billings to the 
full amount of the seasonal charge paid. 


The principal change incorporated 
in the proposed rate schedule involves 
an increase in the initial charge from 
$1.05 to $1.50 and a reduction in the 
quantity of gas allowed for said initial 
charge from 300 to 200 cubic feet per 
month. A corresponding change in 
the minimum charge provision is also 
proposed. The only other change pro- 
posed involves increasing the charge 
for seasonal or short-term service 
from $1 to $1.50 per month. For 
most customers, namely, those using 


Boonton, and adjacent territory; The 
Coast-Central Division serving cus- 
tomers in Asbury Park, Long Branch, 
Red Bank, Point Pleasant, Lakewood, 
Toms River, Beach Haven, and ad- 
jacent territory; The Southern Divi- 
sion serving customers in Ocean City, 
Wildwood, Cape May, and adjacent 
territory. 

The present and proposed rates are 
shown below in comparative form: 


Proposed Rates 
lst 200 cu. ft. or less per month $1.50 
Next 2,800 cu. ft. $.161 per 100 cu. ft. 
Next 7,000 cu. ft. $.101 per 100 cu. ft. 
Over 10,000 cu. ft. $.071 per 100 cu. ft. 
Fuel Clause applies to all gas consumed. 


Minimum Charges per meter: 

5 lights $1.50 per month 
SE EE cwédatabeces ‘ 

30-120 lights 

Over 120 lights 

Short-Term Seasonal Service: 

A short-term seasonal charge of $1.50 per 
month shall be applied to the billings calcu- 
lated under the above schedule of charges 
and rendered during the months of April to 
September, inclusive, to consumers connected 
between April Ist and September 30th of each 
year. When consumers connected between the 
aforesaid dates have received service continu- 
ously from the date of connection to the first 
meter reading of the next calendar year they 
shall be considered annual consumers and shall 
receive a credit on subsequent billings to the 
full amount of the seasonal charge paid. 


at least 300 cubic feet per month, the 
company’s proposal means an increase 
of 61 cents per month. The compaiy 
asserts that the proposed rates afore- 
mentioned will increase its annual reve- 
nues by approximately $526,978 on 
the basis of 1948 sales. 

This is the third application filed 
by this company for an increase in gas 
rates since 1946. By decision dated 
November 26, 1946, in Docket No. 
2503, 66 PUR NS 129, the Board 
permitted the company to increase gas 

81 PUR NS 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


rates on January 1, 1947. By decision 
dated September 8, 1948, in Docket 
No. 3789, 75 PUR NS 183, the Board 
authorized a further increase in gas 
rates to become effective with bills 
rendered on and after September 20, 
1948. In the latter docket the increase 
in rates requested by the company was 
allowed in full. Based upon autici- 
pated sales for the year 1948, it was 
estimated that these rates, whic. are 
now in effect, would produce an annual 
operating income of approximately 
$422,000. 

[1,2] The record in the present 
case (Docket No. 4362) indicates that 
without waiting a reasonable period of 
time to ascertain how actual operating 
income under present rates would com- 
pare with anticipated results, the presi- 
dent of the company employed a con- 
sulting engineer, about December, 
1948 “. . . to undertake studies and 
consult with his staff in connection 
with the preparation of an application 
for a rate increase for gas service, and 
to prepare and present such exhibits 
and studies as were deemed essential 
in rate proceedings.” Mr. Hoey, the 
company’s comptroller, in presenting 
an estimate of operating income under 
present rates, testified “. we had 
to use a pro forma statement to reflect 
the condition at February 28, 1949, 
due to the fact that the company has 
not yet experienced the full impact of 
the rate increase of September 20, 1948 
— .’ Mr. Hoey estimated that 
present rates would produce an operat- 
ing income of $310,526 before Federal 
income taxes and $275,092 after Fed- 
eral income taxes. He arrived at this 
result by attempting to restate experi- 
enced operating results for the year 
ended February 28, 1949, on the as- 
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sumption that present rates which b 

came operative September 20, 1948 
were actually in effect for the entir 
period covered by his estimate. Ir 
considering whether Mr. Hoey’s esti 
mate aforementioned can be accepted 
as representative of earnings that ma 
normally be expected under presen 
rates, it must be borne in mind thai 
last winter was unusually mild an 
that gas sales, particularly for heat 
ing, were accordingly subnormal. The 
record indicates that “. . . the 
present winter has been about 25 pe 
cent warmer in degree days than th 
winter of 1947-1948.” 

ny’s brief admits “. 

known fact that in general residential 
and commercial sales there is an ap- 
preciable amount of incidental and sup- 
plementary heating during the coli 
months. An abormally warm winter 
causes a marked curtailment of such 
use.” Without adjustment for the ab- 
normal weather conditions aforemen- 
tioned, it accordingly appears that Mr. 
Hoey’s estimate of operating income 
under present rates cannot be accepted 
as representative of earnings which 
may be reasonably anticipated under 
normal conditions. As a matter of 
fact, the trend of operating income thus 
far in 1949 is definitely upward and 
monthly reports filed by the company 
with this Board indicate that for the 
first eight months of 1949 the company 
has already realized almost as much 
operating income as Mr. Hoey esti-@ 
mated for the full year. 

Furthermore, it would seem that 
the following testimony by the vice 
president of the company, characteriz- 
ing company estimates in general, may 
well be applicable in this situation: “1 
want to be perfectly frank to say to 
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you, as one of the men of management 
of Jersey Central, that all of the esti- 
mates that we have made and had 
made jointly, and with our company 
in the gas business, for the past three 
years, have been utter miserable fail- 
ures.” 

In the statement accompanying its 
filing in this docket the company as- 
serts that it became necessary to re- 
quest a further increase in rates be- 
cause of increases in labor costs since 
1947 as well as increases in the cost 
of operating materials, taxes and other 
expenses, with the result that earnings 
have continued to decline through the 
year 1948. The company’s brief refers 
to the increased rates here at issue as 
necessary to “ keep gas opera- 
tions afloat (not designed to obtain 
an adequate return) . . .” It ap- 


pears, however, that even without an 


increase in rates, a much brighter fu- 
ture lies immediately ahead. The testi- 
mony and the statements in the com- 
pany’s brief clearly indicate that the 
receipt of natural gas on June 1, 1950 
(or perhaps earlier if the company can 
complete a connecting pipe line soon- 
er), will be accompanied by substantial 
savings in expenses and that in fact 
a reduction in rates consistent with a 
fair return can then be expected. The 
company’s confidence that substantial 
savings will result from the introduc- 
tion of natural gas is indicated by the 
follewing unequivocal testimony of its 
vice president: “I have every faith 
that the Ebasco Engineering Company 
and Allen Lockwood (consulting en- 
gineers employed by the company on 
natural gas matters), who is reputed 
to be one of the best gas men in the 
country, know how to estimate the re- 
sults of natural gas and that indicates 


a very substantial saving in production 
cost.”” The record indicates that the 
aforementioned savings in production 
costs will amount to $1,113,000 dur- 
ing the very first year that natural gas 
becomes available. This saving is 
based upon utilization of natural gas 
in only the company’s Coast-Central 
Division. From developments during 
the past few weeks it appears that the 
company also has relatively early pros- 
pects of obtaining natural gas for its 
southern division through facilities 
which the South Jersey Gas Company 
is planning to install. Further sub- 
stantial savings in expenses are thus 
in prospect. 

The company is concerned, however, 
that in the meantime (that is, pending 
the advent of natural gas), if the in- 
creased rates here requested are not 
allowed, it “. will operate at a 
deficit or at a return which will barely 
cover operating costs.” Its fears in 
this respect now appear to be without 
foundation since the company has not 
operated in the red in any month this 
year and the earnings trend, as hereto- 
fore pointed out, is generally upward. 
Operating income for the first eight 
months of 1949 under present rates 
was approximately $292,000. For the 
comparable period last year under rates 
previously in effect the company’s 
books indicated an operating loss of 
approximately $184,000. Both figures 
last mentioned are before Federal in- 
come taxes. Operating income before 
Federal income taxes in July and Au- 
gust of this year had risen to over 
$80,000 per month. It should be noted 
that the aforementioned current earn- 
ings are after giving effect to such in- 
creases in expenses as the company 
actually incurred. The year 1949 has 


81 PUR NS 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


apparently brought an end to the rising 
trend in the cost of manufacturing gas. 
It is a well-known fact that the costs 
of materials and supplies required in 
the manufacture of gas have been level- 
ing off and that significant declines in 
some important expense items have 
been experienced. 

There are other factors in addition 
to those already alluded to which 
should also soon contribute to im- 
proved earnings. We have reference 
here to testimony that the company 
will shortly shut down its relatively 
high cost production facilities at Toms 
River and will, as a result of intercon- 
nection of distribution facilities to be 
completed in September of this year, 
supply the area formerly served by the 
Toms River plant with gas manufac- 
tured at its more efficient, lower cost 
Long Branch plant. There was also 
testimony to the effect that additional 
economies are expected to result from 
the company’s modernization program. 
None of the aforementioned antici- 
pated economies is, however, reflected 
in the pro forma income statements 


submitted by the company in this case. 
It should be emphasized at this point 
that the Board’s authority with respect 
to rates is prospective and not retro- 
spective. The company’s affirmative 
proofs, however, do not adequately re- 
flect either earnings currently being 
experienced or those reasonably to be 
expected in the immediate future. The 
plain fact is that the company’s case 
was based on the level of earnings ex- 
perienced in 1948 and that despite 
knowledge of improved earnings thus 
far in 1949 and of the expected sub- 
stantial savings in expenses hereinbe- 
fore referred to, the company intro- 
duced no forecast to reflect resulting 
anticipated improvement in earnings. 
In the opinion of the Board, the com- 
pany is not entitled to any increase in 
rates, the present rates not being shown 
to be unjust, unreasonable, or insuffi- 
cient, and that the relief here requested 
is not warranted under the proofs and 
circumstances of this case, the pro- 
posed increased rates not being shown 
to be just and reasonable. The ap- 
plication is therefore hereby denied. 





CALIFORNIA PUBLIC UTILITIES COMMISSION 


Re Soledad Warehouse Company 


Decision No. 43188, Application No. 30501 
August 9, 1949 


PPLICATION for authority to issue and sell preferred stock; 
granted subject to condition as to voting power. 


Corporations, § 18 — Voting rights — Preferred and common stock. 
Purchasers of shares of preferred stock should have voting rights on a parity 
with the voting rights of holders of shares of common stock. 
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RE SOLEDAD WAREHOUSE CoO. 


By the Commission: Soledad 
Warehouse Co., a corporation, has ap- 
plied to the Commission for an order 
authorizing it to issue and sell, at par, 
200 shares of preferred stock ($20,000 
par value) for the purpose of provid- 
ing working capital. 

Applicant is a California corpora- 
tion organized on or about July 3, 
1948. It is now engaged in the public 
utility warehouse business in Soledad, 
Monterey county, and in the operation 

Assets 
Current assets— 
Cash 
Accounts receivable 


Accrued storage 
Inventories 


Total current assets 


Fixed assets— 
Land 
Warehouse 
Lumber yard 


Less—depreciation reserve 


Total fixed assets 


Organization expense 
Deferred charges 


Liabilities 
Current liabilities— 
Notes and accounts payable 
Accrued salaries 
Other current liabilities 


Total current liabilities 


Secured notes 

Due to officers 

Capital stock (common) 
Deficit 


It is reported that applicant recent- 
ly has purchased the lumber yard, with 
its inventory of lumber, and that ap- 
proximately $20,000 is needed for 
working capital in the lumber opera- 
tions. Applicant proposes to obtain 


Seer eeeeeeeeeeeeeeeee 
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of a lumber yard. In Exhibit “E” 
filed in this proceeding it shows, for 
the period from September 1, 1948, 
to May 31, 1949, inclusive, revenues 
from its warehouse operations at $32,- 
416.83 and lumber yard sales of $5,- 
390.84, with net income from its ware- 
house of $7,937.34 and a net loss from 
its lumber yard operations of $1,043.- 
06. It reports its assets and liabilities, 
as of May 31, 1949, as follows: 


$25,011.62 


44,787.68 
13,730. 


64,672.05 
5,566.04 


59,106.01 


873.68 
1,883.21 


$86,874.52 


45,000.00 
(1,408.01) 


$86,874.52 


such sum through the issue of shares 
of preferred stock to its existing share- 
holders of record. 

Applicant’s authorized and out- 
standing capital stock consists of the 
following : 
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Common 
Preferred 


The records of the Commission 
show that the outstanding $45,000 
of common stock was issued pursuant 
to authority granted by Decision No. 
42117, dated October 11, 1948, to 
the following individuals: 
Thos. B. Porter 
J. F. Keough 
Roy E. Prewitt and Minnie F. Prewitt, 

joint tenants 


Odis D. Cunningham and Bernice 
Cunningham, joint tenants 


$17,500 


The Articles of Incorporation pro- 
vide, among other things, that the 
holders of the shares of preferred stock 
shall be entitled to receive cumulative 
dividends at the rate of 6 per cent 
per annum, payable in cash semiannu- 
ally, or at such time as the board of di- 
rectors may from time to time deter- 
mine; that such shares are redeemable 
at applicant’s option upon the payment 
of a premium of $2 a share; and that 
the holders of shares of common stock 
shall have the sole and exclusive right 
to notice of shareholders’ meetings 
and the sole and exclusive voting 
rights, except as otherwise provided by 
law and except that in the event four 
or more semiannual dividends on the 
shares of preferred stock shall be un- 
paid in whole or in part, then and 
until all arrears shall have been paid 
together with the then current semi- 
annual dividend, the voting rights of 
the holders of the common shares shall 
cease and such voting rights shall vest 
81 PUR NS 


Outstanding 
Shares Par V 


450 


Authorized 
Shares Par Value 


$100,000 
25,000 


$125,000 


alue 


$45,000 


450 $45,000 
exclusively in the holders of the pre- 
ferred shares. 

The Commission does not favor the 
issue of nonvoting stock. It has taken 
the position that those who purchase 
shares of stock of a corporation, either 
preferred or common, should have vot- 
ing rights in proportion to their in- 
vestment in the enterprise. The pre- 
ferred stockholders are not creditors, 
they cannot obtain a judgment against 
the corporation for failure to pay divi- 
dends, and, under this applicant’s Ar- 
ticles of Incorporation, in the event of 
failure to receive dividends they must 
wait more than two years before they 
can exercise a vc’-« «a the management 
of the business and properties in which 
they share ownership. While it is true 
that in the present proceeding it is pro- 
posed to issue shares of preferred stock 
only to the holders of the presently 
outstanding common shares, there is 
nothing to prevent such holders from 
disposing of their shares of stock, 
either preferred or common, at a later 
date. In our opinion the purchasers 
of applicant’s shares of preferred stock, 
from the date they acquire said shares, 
should have voting rights on a parity 
with the voting rights of the holders 
of the shares of common stock. 

A review of the application indicates 
that applicant has need for additional 
working capital to improve and main- 
tain its business. The order herein 
will authorize applicant to issue and 
sell said shares of preferred stock, pro- 





RE SOLEDAD WAREHOUSE CoO. 


jided it amend its Articles of Incor- same voting rights as now are given 
poration so as to give to the holders to the holders of shares of its common 
of shares of its preferred stock the stock. 





UNITED STATES DISTRICT COURT, D. DELAWARE 


Re Commonwealth & Southern 
Corporation 


Civ. A. No. 1175 
84 F Supp 809 
July 6, 1949 


= by Securities and Exchange Commission for court 
enforcement of holding company liquidation plan; order ap- 
proving plan granted. 


Intercorporate relations, § 19.8 — Holding company simplification — Due process. 
1. An order of the Securities and Exchange Commission approving an 
amended plan for holding company liquidation did not constitute a denial 
of due process of law where it was based upon a full and fair hearing, 
p. 28. 

Corporations, § 15.1 — Holding company dissolution — Fairness of plan. 

2. A holding company dissolution plan may be fair, equitable, and consti- 
tutional although contractual rights of security holders may be affected, and 
regardless of stockholders’ approval by vote or otherwise, p. 28. 
Corporations, § 15.1 — Holding company dissolution — Noncompliance with state 
law. 
3. That a holding company dissolution plan, under the Holding Company 
Act, may not comply with state law does not render the plan unconstitutional, 
p. 28. 
Appeal and review, § 28.9 — Findings of Securities and Exchange Commission — 
Holding company liquidation. 
4. Findings of fact of the Securities and Exchange Commission as to the 
value of a holding company’s assets to be distributed pursuant to a holding 
company liquidation plan are conclusive if supported by substantial evi- 
dence and arrived at in accordance with legal standards, p. 29. 


¥ 
APPEARANCES: Harry G. Slater, Hayden N. Smith, Allison Choate, and 
Sidney Shemel, and Joseph M. Paul, George L. Brain (of Winthrop, Stim- 
Jr., of Washington, D. C., for the Se- son, Putnam & Roberts), of New York 
curities and Exchange Commission; city, for Commonwealth & South- 
George Roberts, John C. Weadock, ern Corporations; Alfred J. Snyder 
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and Elizabeth C. Lownsbury, of 
Philadelphia, common stockholders, 
for themselves, various other common 
stockholders, and option warrant hold- 
ers; George S. Munson (of Town- 
send, Elliott & Munson), of Philadel- 
phia, for Edward Hopkinson, Jr., et 
al., as Committee for Preferred Stock- 
holders of Commonwealth & Southern 
Corporation; William Clarke Mason, 
Thomas B. K. Ringe, H. Orvel Se- 
bring, Jr., and Martin P. Snyder (of 
Morgan, Lewis & Bockius), of Phila- 
delphia, and Garfield Scott, of Phila- 
delphia, for The United Gas Im- 
provement Corporation, a preferred 
stockholder ; John Schulman (of Hays, 
St. John, Abramson & Schulman), of 
New York city, for Arthur W. Loew, 
a common stockholder; Lawrence E. 
Brown, of Scottsboro, an option war- 
rant holder, for himself and other op- 
tion warrant holders; M. Victor 
Leventritt, of New York city, for 
Adelaide H. Knight, option warrant 
holder ; George Rosier, of New York 
city, for Investment Associates, a 
common stockholder ; Samuel Zinman, 
of New York city, a preferred stock- 
holder, for himself and preferred stock- 
holders. 


Leany, Chief Judge: This case 
involves an amended plan of The Com- 
monwealth & Southern Corporation, a 
registered holding company, filed un- 
der § 11(e) of the Public Utility Hold- 
ing Company Act of 1935.1 The SEC 
entered its findings and opinions* and 
at the request of The Commonwealth 
& Southern Corporation applied to this 
court to enforce and carry out the 
amended plan. 


The amended plan has received the 
approval of the Preferred Stockhold 
ers’ Committee, the largest holder of 
preferred stock and substantial groups 
of common stockholders, including. the 
largest holder of common stock. Mr. 
Snyder and Miss Lownsbury, repre. 
senting certain common stockholders 
and option warrant holders, object 
Various persons owning option war- 
rants or preferred stock also object to 
the fairness of the allocations. 

The Snyder-Lownsbury objections 
are: (1) procedural; (2) constitu- 
tional; and (3) as to the fairness of 
the allocations. 

[1-3] 1. There is no merit to the 
procedural objection. The order ap- 


proving the amended plan was based 
upon a full and fair hearing and the 
charge of unconstitutionality for lack 
of due process is without foundation. 


Other charges as to constitutionality 
have been considered. Courts which 
have passed upon similar objections 
have decided that a plan may be fair 
and equitable and constitutional al- 
though contractual rights of security 
holders may be affected, in Re Com- 
munity Gas & Power Co. (1947) 70 
PUR NS 306, 71 F Supp 171, affirmed 
(1948) 77 PUR NS 161, 168 F2d 
740, certiorari denied, Caplan v. Se- 
curities and Exchange Commission 
(1948) 334 US 846, 92 L ed 1770, 68 
S Ct 1516; in Re Standard Gas & 
E. Co. (1945) 61 PUR NS 175, 151 
F2d 326, certiorari denied, Guaranty 
Trust Co. v. Securities and Exchange 
Commission (1946) 327 US 796, 90 
L ed 1022, 66 S Ct 820, and this ap- 
plies regardless of stockholder approv- 





115 USCA § 79k (e). 

2See Holding Company Act of 1935 Re- 
leases Nos. 8498, September 9, 1948, and 8633 
(1948) 79 PUR NS 346 for a complete back- 
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ound of Commonwealth & Southern and the 
EC’s analysis of the plan and as amended 
for fairness and equity. 
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RE COMMONWEALTH & SOUTHERN CORP. 


by vote or otherwise. In Re Illinois 


8 PUR NS 337, 170 F2d 924; 
Phillips v. Securities and Exchange 
ommission (1946) 63 PUR NS 243, 
53 F2d 27, certiorari denied (1946) 
B28 US 860, 90 L ed 1630, 66 S Ct 
350. As to the general charge that 
he act is unconstitutional, there has 
been full compliance with notice and 
bpportunity to be heard and this objec- 
ion is foreclosed by decisions uphold- 
ng the constitutionality of § 11. North 
American Co. v. Securities and Ex- 
hange Commission (1946) 327 US 
686, 90 L ed 945, 62 PUR NS 2357, 
66 S Ct 785 ; American Power & Light 
o. v. Securities and Exchange Com- 
ission (1946) 329 US 90, 91 L ed 
103, 66 PUR NS 33, 67 S Ct 133. 
And, even if the plan of liquidation 
lay not comply with the Delaware 
orporation Law, this does not give a 
lifferent constitutional result. New 
‘ork Pub. Service Commission v. Se- 
urities and Exchange Commission 
(1948) 73 PUR NS 38, 166 F2d 784, 
ertiorari denied (1948) 334 US 838, 
D2 L ed 1763, 68 S Ct 1495. 
[4] 2. The argument that the al- 
ocation of the assets is not fair and 


equitable must likewise be decided 
against Snyder-Lownsbury and other 
objectors. The SEC’s findings of fact 
as to the value of the assets to be dis- 
tributed are conclusive if supported by 
substantial evidence. So, too, the 
SECs’ findings as to valuation based 
on judgment, prediction, and expert- 
guess, are not subject to reéxamina- 
tion by this court where they are sup- 
ported by substantial evidence and 
were arrived at in accordance with 
legal standards. Securities and Ex- 
change Commission v. Central Illinois 
Securities Corp. (1949) 338 US 96, 
— Led —, 80 PUR NS 282, 69S Ct 
1377. The allocation of 2.80 shares 
of Consumer Power Company com- 
mon stock, .55 of a share of Central 
Illinois Light Company and $1 cash, 
to The Commonwealth & Southern’s 
preferred stockholders, with the re- 
sidual assets going to its common 
stockholders, meets the test so recent- 
ly announced by the Supreme Court. 
Regrettable that the holders of option 
warrants do not participate at all under 
the amended plan, nevertheless, the 
SEC’s action has not been contrary to’ 
law and its findings are sustained by 
adequate evidence. 

An order of approval may be sub- 
mitted. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Village of Shell Lake 


CA-2546 
November 4, 1949 


Tseng ORDER with respect to application of municipal 
.J water plant for authority to extend water mains and erect 
an elevated tank; authority to construct water tank rescinded. 


29 
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Municipal plants, § 21 — Construction of water tank — Rescission of authorize 


tion. 


Authorization for the construction of a steel tower and water tank by ; 
municipal plant should be rescinded where the utility has failed to construc 
the tank within the time prescribed by the Commission, since it is not thg 
policy of the Commission to grant or continue in effect indefinitely author. 
ization for projects not imminently necessary. 


By the Commission: The Com- 
mission’s order of July 26, 1947, in its 
docket CA-2546 authorized the vil- 
lage of Shell Lake, Washburn county, 
as a water public utility, to extend ex- 
isting mains approximately 3,300 feet, 
and to erect a steel tower and water 
tank of about 50,000 gallons capacity 
at an estimated cost of approximately 
$30,000 upon a condition that con- 
struction actually start within one year 
of the date of the order. Jurisdiction 
was retained. 

On January 14, 1949, the village in- 
formed the Commission that main ex- 
tensions had been completed at a cost 
of $9,443.48, but no action had been 
taken toward the construction of an 
elevated tank. From other corre- 
spondence in Commission files it ap- 
pears the village has no intention of 
presently proceeding with the construc- 
tion of an elevated tank and has in- 
quired as to the procedure for making 
application for authority to construct 
a new well. The village board has 
decided a greater need exists for a 
new well than for an elevated reser- 
voir. 

The Commission’s order of July 26, 
1947, contemplated that the village 
would proceed without unnecessary de- 
lay with the construction authorized. 


More than two years have passed since 
authorization was granted and the vil- 
lage is still undecided as to the neces. 
sity for the elevated tank project. It 
appears that its construction will be 
delayed indefinitely. 

It is not a policy of this Commis. 
sion to grant or continue in effect in- 
definitely authorization for projects 
the necessity of which is not imminent. 
Authorization for the construction of 
a steel tower and 50,000-gallon tank 
will therefore be rescinded without 
prejudice and the village may file a 
new application when it is actually 
ready to proceed with construction. 

The Commission finds: 

1. That the village of Shell Lake 
has not exercised the authorization to 
construct an elevated water storage 
tank within the time prescribed. 

2. That the village does not propose 
to start construction of this elevated 
tank in the foreseeable future. 


ORDER 


It is ordered: That the authoriza- 
tion contained in Commission order of 
July 26, 1947 to erect a steel tower 
and water tank of about 50,000 gal- 
lons capacity at an estimated cost of 
approximately $20,000 is héreby re- 
scinded. 
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FEDERAL POWER COMMISSION 





Re Kentucky Utilities Company 


Docket No. E-6239 
October 25, 1949 


PPLICATION for authority to issue securities, or in the alterna- 
L \ tive, dismissal of the application for want of jurisdiction; 


dismissed for want of jurisdiction. 


For ruling by Kentucky 


Commission, see (1949) 80 PUR NS 129. 


Interstate commerce, § 81 — Jurisdiction of Federal Commission — Effect of state 


control. 


The Federal Power Commission does not have jurisdiction over the issuance 
of securities by a public utility company where the state Commission of the 
state in which the company is organized and operating has statutory juris- 
diction over such issues, even though the state statute exempts security 


issues subject to Federal control. 


By the Commission: On October 
4, 1949, applicant, which is organized 
and operating within the state of Ken- 
tucky, filed an application relating to 
the issuance of 25,000 shares of 43 per 
cent preferred stock par value $100 per 
share to be underwritten and 165,000 
shares of common stock to be offered 
to stockholders and employees. It re- 
quested the Federal Power Commis- 
sion to disclaim jurisdiction over the 
proposed security issue or, in the alter- 
native, to authorize the issue and sale 
of the securities. 

On October 19, 1949, the applicant 
filed Amendment No. 1 to its appli- 
cation by which, among other things, 
it submitted a copy of an order of the 
Public Service Commission of Ken- 
tucky finding that it has authority to 
regulate the issuance of the above secu- 
rities and approving their issuance. 
({1949] 80 PUR NS 129). At 
the same time, applicant submitted a 


memorandum of counsel analyzing 
§ 204 of the Federal Power Act and 
§ 278.300 of the Kentucky Revised 
Statutes relative to the issuance of se- 
curities and coming to the conclusion 
that the security issue was under the 
jurisdiction of the Kentucky Commis- 
sion and that therefore the application 
before this Commission should be dis- 
missed for want of jurisdiction. 

By letter dated October 20, 1949, 
in response to a request from this Com- 
mission addressed to the Public Serv- 
ice Commission of Kentucky, the at- 
torney general of Kentucky submitted 
his opinion as to the jurisdiction of the 
Kentucky Commission to regulate the 
proposed issuance of securities. 

On October 24, 1949, applicant filed 
Amendment No. 2 to its application 
by which it submitted its application to, 
and an order of the Railroad and Pub- 
lic Utilities Commission of Tennessee, 
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approving the issuance of the above 
securities. 

Written notice of the application has 
been given to the Public Service Com- 
mission of Kentucky and the Railroad 
and Public Utilities Commission of 
Tennessee and to the governor of each 
of those states. Notice of the applica- 
tion was also published in the Federal 
Register on October 11, 1949 (14 FR 
6159), stating that any person desir- 
ing to be heard or to make any protest 
with reference to the application should 
file a petition or protest on or before 
October 24, 1949. No protest or peti- 
tion or request to be heard in opposi- 
tion to the granting of the application 
has been received. 

The Kentucky statute conferring ju- 
risdiction upon the Public Service 
Commission of Kentucky to regulate 
issuance of securities by a utility con- 


tains an exemption reading (Kentucky 
Revised Statutes § 278.300) : 

“(10) This section does not apply 
in any instance where the issuance of 
securities or evidences of indebtedness 
is subject to the supervision or con- 
trol of the Federal government or any 


” 
. 


agency thereof 
The Federal Power Act has a cor- 
responding exemption (§ 204(f)): 
“(f) The provisions of this section 
shall not extend to a public utility or- 
ganized and operating in a state under 
the laws of which its security issues 
are regulated by a state Commission.” 
Thus, by the literal language of the 
two statutes a perfect impasse would 
be established and the jurisdiction of 
neither Commission could be firm un- 


less the other Commission properly 
construed its act as not applying. We 
believe we can resolve the difficulty by 
such a construction of our act. Our 
consideration of the question leads us 
to conclude that the Kentucky Com. 
mission and this Commission approach 
the question of jurisdiction over this 
proposed issuance of securities on a 
par. 

We think we should remove the im- 
passe resulting from the wording of 
the state and Federal acts by constru- 
ing our act, notwithstanding its literal 
terms, as not intended to apply ina 
situation like the present. This con- 
struction we believe to accord with 
what we conceive to be the policy of 
Congress not to provide Federal reg- 
ulation of a security issue where, ab- 
sent such regulation, statutory provi- 
sion for Commission regulation by a 
state in which the public utility is or- 
ganized and operating will be opera- 
tive. If we are correct in this inter- 
pretation of our statute, the applicant's 
proposed issuance of securities will not 
be subject to our “supervision and 
control” and will not thereby come 
within the terms of the Kentucky stat- 
ute’s exemption. 

The Commission finds: The pro- 
posed securities will be issued by a 
public utility organized and operating 
in a state under the laws of which its 
security issues are regulated by a state 
Commission within the meaning o 
§ 204(f) of the Federal Power Act. 

The Commission orders: The ap 
plication be and the same hereby is dis 
missed. 
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Industrial Progress 


A digest of information on new construction by 


vately managed utilities; similar information rela 


pre- 
to government owned utilities; news concerning pie i 


ucts, supplies and services offered by = 
also notices of changes in personnel. 


Bulletin on Remington Rand 
“Foremost” Steel Desks 


NEW booklet on Remington Rand’s latest 
line of “Foremost” Steel Desks is now 
available. 

Pointing out that the Foremost line “em- 
bodies a new concept of the desk as an efficient 
tool for business,” the 20-page, illustrated 
booklet describes its various revolutionary de- 
partures in design from standpoints of appear- 
ance and usefulness, and includes a detailed list 
of specifications for the desks. 

One of the salient features of Foremost desks 
in their use of interchangeable pedestals and 
tops, permitting a wide choice of desk assem- 
blies to suit different office needs. 

Another, according to the booklet, is the 
elimination of waste space that has been 
achieved by smaller, more functional sizing, 
and permits the comfortable use of four Fore- 
most desks in a space ordinarily used for three. 

The booklet, identified as FF-115, can be 
obtained at any Remington Rand Branch Of- 
fice or by writing to the home office at 315 
Fourth avenue, New York 10, New York. 


American Coach & Body Names 
Hall as Director of Sales 


HE AMERICAN CoacH & Bopy Company, 

Cleveland, Ohio, manufacturers of utility 
truck bodies, announces the appointment of 
Fred C. Hall as director of sales, succeeding 
Clarence G. Wood, 

Mr. Hall has been a member of the Amer- 
ican organization since 1936. He has had an 
extensive background in the utility business. 
After serving as an engineer on the Sinclair 
Pipe Lines he joined the Lincoln Telephone & 
Telegraph Company at Lincoln, Nebraska. 
During his several years with Lincoln he 
moved up up the ladder from ground man, 
lineman, repairman to supervisor of motor 
equipment. This experience has been valuable 
to the customers of The American Coach & 
Body Company which specializes in motor 
trucks for the utility industry. 


20% Sales Increase Expected 
In 1950 by GAMA 


G1 of gas appliances and equipment in 1950 
will exceed 1949 totals and, in every division 
of the industry, will far exceed and in some 
classifications, more than double prewar aver- 
ages, according to a recent poll made among 
the 550 gas appliance and equipment manu fac- 
turer members of the Gas Appliance Manufac- 
turers Association. This will bring industry 


sales close to its 1947-1948 all time peaks. 

To reach these goals, manufacturers will 
intensify sales training, improve dealers’ sales 
aids, and introduce more creative selling tech- 
niques among their dealers’ outlets and sales- 
men. Approximately 50 per cent of the manu- 
facturers polled intend to increase their sales 
forces. 

Analyses of manufacturers’ estimates of 1950 
sales indicate an expected 20 per cent to 30 per 
cent increase in gas range sales over 1949. 
Greater increases are expected in the sales of 
incinerators, refrigerators, and clothes dryers. 

Sales of gas-fired central heating equipment, 
manufacturers expect, will be 30 per cent over 
1949. Fioor furnaces and direct heating equip- 
ment are expected to be about 20 per cent 
greater. Automatic water heater sales are also 
expected to make substantial gains. 


ASME Medal Awarded to 
Fred L. Dornbrook 


HE ASME Medal, highest honor of the 
American Society of Mechanical Engi- 
neers, conferred annually for distinguished 
service in engineering and science, was award- 
ed to Fred L, Dornbrook, general consultant, 
power plant department, Wisconsin Electric 
Power Company, Milwaukee, for “outstanding 
engineering in the research, design, and opera- 
tion of pulverized fuel combustion equipment.” 
The award carried the citation: “Starting 
his engineering career as a coal passer on a 
lake boat, he advanced rapidly to positions of 
increasing opportunity and responsibility in 
electricity generating stations. He early vis- 
ualized the possibilities of burning pulverized 
coal for the generation of steam, and rendered 
outstanding service through untiring effort in 
the pioneer development, design, and operation 
of pulverized coal-fired power-generating 
plants.” 


G-E Expands Transformer 
Mfg. & Testing Facilities 


| Kppcenen nage! of the General Electric Com- 
pany’s transformer manufacturing and 
testing facilities at Pittsfield, Massachusetts, 
which will more than double the company’s 
power transformer production capacity, was 
announced by Robert Paxton, manager of the 
G-E transformer and allied product divisions. 

The new facilities, costing “several million 
dollars,” are expected to be placed in operation 
about the middle of 1950. 

The expansion will permit the testing, as- 
sembling, and shipping of three-phase power 
transformers with more than twice the capacity 
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of any transformers yet built and will make it 
possible to test transformers as large as any 
that may be built in the foreseeable future. 

The expanded facilities are part of General 
Electric’s postwar expansion program and the 
tests to be conducted there are based on re- 
search at the G-E high voltage engineering 
laboratory, recently completed. 


S. W. Rolph Elected 
President of Exide 


S W. Rowpu, executive vice president, The 
e Electric Storage Battery Company, Phila- 
delphia, has been elected president, effective 
January 1, 1950, to succeed R. C. Norberg, who 
has been elected chairman, board of directors. 


Pole Derricks Now Made 
Of Alcoa Aluminum 


U™ type pole derricks are now being 
manufactured of Alcoa aluminum by two 
midwestern companies, Eagle Manufacturing 
Company, (a division of The Four Wheel 
Drive Auto Co.), Appleton, Wisconsin, and 
American Coach & Body Company, Cleveland, 
Ohio. This newly-available equipment, which 
is mounted on trucks for the placement of tele- 
phone and utility poles, represents a weight 
saving of about 50 per cent over conventional 
pole derricks. 

Light weight is important because it is nec- 
essary for utility truck crews to assemble and 


disassemble the unit frequently. Strength is 
not sacrificed, however, for ease of handling, 
According to the results of comprehensive 
tests, the aluminum pole derricks now avail- 
able equal the strength of the equipment that 
they replace. 

The use of aluminum in such equipment is 
not entirely new. In recent years the desir- 
ability of light weight pole derricks has 
prompted several utility companies to fabricate 
aluminum units in their own maintenance 
shops with the help of Alcoa engineers. As 
these units were proved in actual service, Amer- 
ican Coach & Body Company and Eagle Manu- 
facturing Company became interested in pro- 
ducing them as a commercial product. Utility 
type pole derricks of aluminum may now be 
obtained through either of these companies, 
and indications are that other manufacturers 
will soon go into production. 


Utility Field One of Largest 
Users of Two-way Radio 
O™= 34,000 radio transmitters will be op- 


erating in 925 communications systems in 
the electric utility industry in 1951, it was pre- 
dicted by J. W. Bryant, a General Electric 
communications engineer, in a recent talk be- 
fore the Wisconsin Utilities Association, The 
industry had 10 transmitters operating in four 
systems in 1936, he said. 
Mr. Bryant forecast wide application of 
(Continued on page 24) 





UNSTRANI 


For Guy and Suspension Lines 
—and Other Utility Uses 


Uniform - Strong - Long-Lived - Economical 
Sunstrand Wire Rope is made on the 
=~ most modern wire rope machines in use 
today. All types and sizes are available 
including 1 x 7 construction galvanized 
steel strand made to ASTM specifications. 


enient! 
Wh 


y of Cat 


MANUFACTURING COMPANY 
880 South Second Street, Sunbury, Pa. 
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e problem was “special” 
the solution came “out of stock” 


s of heater drain piping in the 
bine room of the new Southwark 
on of the Philadelphia Electric 
pany had to be supported some- 
. It had to be flexibly supported 
use of the travel between its “hot” 
“cold” positions. The ceiling was 

feet up so overhead suspension 
out. Could it be supported from 
floor? The problem had already 


anticipated by Grinnell with ' ms 

Pre-Engineered Spring Hanger 3 = 7. 
B268: type F, described in the new :. = € % 
nnell Pipe Hanger Catalog 10D. Einke : “igs 

hanger is available in 14 sizes soil TY! 


a range of load capacities from 
fo 4800 Ibs. 


aty of other piping support prob- 

are pre-solved economically for 
in this combination catalog and 
ual ... with ready-to-install hang- 
and supports ... all available from 
eniently located Grinnell ware- 
ses. Why not write today for your 
of Catalog 10D? 


GRINNELL 


te 
Company, Inc., Providence, 8. 1. Branch warehouses: Atlanta * Buffalo * Charlotte * Chicago * Cleveland * Cranston * Fresno * Kansas City * Houston 
ch Los Angeles * Milwaukee * Minneapolis * New York * Oakland * Philadelphia * Sacramento * St. Louis * St. Pavi* San Franchco * Seattle * Spokane 
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LARGER 


SURFACES 


for the wrenches ‘make the Penn-Union 
connector more practical—you grip it 
from ANY angle, with ANY kind of 


wrench (box, socket or open-end). 


If you have ever spliced wires and cables 
in real mean locations, you probably are 
a strong "booster" for Penn-Union Con- 
nectors— 


Because you know how much easier they 
are to use in close quarters: Working up 
against a wall . . . squeezing into small 
boxes, to join short ends of stiff wire . . . 
reaching around pipes, and splicing wires 
in dark holes where you can hardly see. 


Developed by 20 years of constant im- 
provement. Accurately made, with rigid 
engineering inspection. Re-usable over 
and over. Can be furnished in Bronze 
or Aluminum. 


Sold by Leading Wholesalers 


PENN-UNION ELECTRIC CORP., ERIE, PA. 
The COMPLETE Line of Conductor Fittings 


PENN-UNION 


CONOUC T cre Firrin«c ~ 





point-to-point microwave communications 
fill growing requirements of the industry. 
pointed out that the Federal Communicatig 
Commission has recognized the need for ¢ 
panded frequency space by opening up 
point-to-point frequencies in the 900, 2, 
6,000 mc. regions for utility communicatio 
use. 

The vast development of electric power 
placed an increased premium on service 
liability, Mr. Bryant explained. Expansion 
distribution facilities has extended the ove 
exposure of systems to storms, accidents, 2 
other emergencies in wide- spread localiti 
The direction of mobile crews in these ca¥ 
parallels the codrdination of armed forces 
the field of battle. Lack of adequate co 
munications would mean lowered efficien 
confusion and danger to personnel. The indy 
try knows this and is one of the largest us¢ 
of two-way radio communications. 


New York State Elec. & Gas 
Expands Goudey Station 


ROUND-BREAKING and dedication ceremoni 

held November 30th, marked the start 

a construction program that will increase { 

production capacity of the New York St 

Electric & Gas Corporation’s electric gene 

ing station at Westover from 94,000 to 169, 
kilowatts. 

The station was formally renamed Goud 
station as a tribute to William B. Goud 
retired vice president of the company and 
former member of its board of directors. 
formerly was known as Westover station. 

The expansion of Goudey station is a part 
the company’s $54,300,000 new constructi 
program during the three years ending in 19 
The new unit will provide facilities to repla 
in part power now purchased and to meet: 
creasing demands for anew in the Tri 
Cities and a radius of 100 miles. 

Other major phases of the program nowt 
der way include: Expansions that will doul 
the production capacities of Greenidge statit 
Dresden, to 88,000 kilowatts next spring a 
Jennison station, Bainbridge, to 70,000 
watts next summer; and construction of 
substation and transmission facilities. 


Heath Tree Appointments 


M2 W. HEATH, president and gen 
manager of Heath Tree Service, | 
Wellesley, Massachusetts, recently annound 
the following promotions in his gas leak log 
tion organization, 

Charles A. Heath, who is rated as the k 
qualified survey engineer in the business, 2 
has been field operations supervisor is now V 
president in charge of operations. His of 
is at 18 South Main street, Richmond, Mic 


of the company in Wellesley, where he will c 
tinue in both of the above capacities. 
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SMEWPORT NEWS 
@ MECHANICAL 
RACK RAKE 


Tuer Newport News Mechani- 
cal Rack Rake is a power-operated 
rake for cleaning trash racks at wa- 
ter intakes for hydroelectric plants, 
steam plants, pumping stations, ca- 
nals and similar installations. It 
cleans the rack bars of trash and re- 
duces a former major hand operation 
to one of minor periodic activity. 
With Newport News Mechanical 
Rack Rake installations, one man 

Water users per shift can, under ordinary condi- 


troubled with trash are tions, keep the racks clean for a 
invite to write or 
new descriptive rack dozen bays. 


rake catalog. 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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how to plan 


rate structures that attract 


new capital 


THE PROBLEM: 


THE SOLUTION: 


KSaal * Comey, 


a ERAS 


Peas, cons? 


° Appraisal . Budget . Business Studies - Consulting Engineering * Design & Construction . Financial . Industrial Relations » 
Inspection & Expediting . insurance & Pensions . Purchasing » Rates & Pricing . Research . Sales & Marketing . Systems & Methods . Taxes 
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MERCOID 


AUTOMATIC CONTROLS 
FOR INDUSTRIAL APPLICATIONS 
REQUIRING POSITIVE CONTROL 
OF PRESSURE, TEMPERATURE, 
iB LIQUID LEVEL ETC. i 


% SIMPLE TO ADJUST FORTHE #® 
y SPECIFIED OPERATING RANGE % 


MERCOID CONTROLS ARE EQUIPPED 
WITH MERCURY SWITCHES, THEREBY 
INSURING GREATER SAFETY, BETTER 
PERFORMANCE ‘AND LONGER CONTROL LIFE 


41 WRITE FORCATALOG 6008. 4+ 


THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 
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Hlow- ateathie can w Substaition be 7' 


Maybe you've hesitated to take advantage of the many benefits of locating 
your substations close to the load because you were afraid of the reaction of 
placing substations in residential districts. 

Other utilities felt the same way too, until they investigated the advantages 
of General Electric unit substations outlined by our engineers. 

They were told that substations literally can be “dropped” in anywhere on 
the system to take care of present and future load demands. 

And with a little incidental landscaping, the substations became an incon- 
spicuous part of the community. 

We'd like to show you more examples of how other utilities integrated G-E 
unit substations into their planning. We'd also like to tell you about the many 
advantages—such as lower costs and increased reliability—of G-E load center 
power distribution. Give us a call at the office, or write for brochure GEA- 
5155 that shows how other utilities took advantage of G-E engineering and 
service. Apparatus Department, General Electric.Co., Schenectady 5, N. Y. 


GENERAL ($6) ELECTRIC 
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Ce 


Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management's 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of p -formance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 





National or Sectional Coverage 





> 4 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS « PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 
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1949 SALES 


$4,250,000,000 
MILLIONS OF CUSTOMERS 
OWN $33,750,000,008 WORTH 





| GATE No.1 | 











SAVINGS BONDS BUSINESS IS GOOD 


and is good for business! 


Your company benefits both directly and in- 
directly as you boost sales of U. S. Savings 
Bonds through the Payroll Savings Plan. 
Direct benefits include decreases in absen- 
teeism, labor turnover, and accidents—with 
a corresponding increase in production. Thts 
has been demonstrated in more than 20,000 
companies operating the plan. Workers who 
invest regularly in Savings Bonds—the easy, 
automatic Payroll Savings way—become bet- 
ter workers. They feel more secure... are 
steadier and more careful in their work. 
Indirect benefits accrue from the effect of 
Bond sales on the national economy. Bond 
dollars add up to a tremendous backlog of 
purchasing power—money that will buy your 


The Treasury Department acknowledges with appreciation the publicati 


Pusiic UTILiTIEs FoRTNIGHTLY 


roducts or services in the years to come. 

hat’s more, Bond sales improve the equi- 

librium of our economy by spreading «the 
national debt. 

‘Phe experience of companies throughout 
the nation indicates that at least half of your 
employees can be persuaded to join Payroll 
Savings—-without high-pressure selling. (The 
nation’s biggest advertising program—built 
with donated space, time and services—is 
creating universal awareness that Savings 
Bonds*pay $4 for $3 when they mature.) 

For all the help you need, get in touch 
with your State Director, U. S. Treasury 
Department, Savings Bonds Division —or 
the Treasury Department, Washington, D.C. 


of this ge by 


©) 





This is an official U. S. Treasury advertisement prepared under * auspices of the 


Treasury Department and The 


Advertising Council. 
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BIG NEWS for haulers of BERTLOADS! 
ew Heavy-Duty Gap -TON 
DODGE vob-Rated' TRUCKS 


ered by NEW 377 cu-in. 
I eavy- duty Engine!” ‘NE 


ere’s a new champion in the HEAVY-DUTY 
ck field. It’s the new Dodge truck rated at 
8,000 pounds G.V.W. ... 50,000 pounds G.C.W. 


ple ‘‘Job-Rated’” POWER fiows from one 

bf the finest-performing, and most econom- 

al truck engines ever designed. It develops 

os gross horsepower, and 330 pound-feet 
fross torque. 


is remarkable engine contains such advanced 
ong-life features as Silchrome intake valves and 
nserts. Exhaust valves are Stellite-faced and 
odium-filled to resist warping, wear longer. 


features are numerous: Hydraulic valve 


ers; two downdraft carburetors with dual 
take manifold; dual exhaust system; high 


“Ruge ged 106" Frame... 


anti-vapor-lock pump; ceramic fuel filters; 
velocity-type governors; oil-bath air clean- 
ers, and many others. 

This “Job-Rated” load lugger has a new and 
rugged constant-mesh, 5-speed helical trans- 
mission, direct-in-fifth, with an extremely high 
torque input. A 5-speed overdrive transmission 
is available. 

This 4-tonner has a rugged 10-inch frame, 
with 7 and 8 big crossmembers; extra-heavy 
18,000- and 22,000-pound capacity rear 
axles, and many other HEAVY-DUTY 
features you’ll want to study and compare. 
See your Dodge dealer at your earliest con- 
venience. 


OR THE GOOD OF YOUR BUSINESS ... SWITCH TO DODGE “Job-Rated” TRUCKS 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, 
others equipped to serve utilities in all matters relating to rate questions, apprai 
valuations, special reports, investigations, financing, design, and construction. » 





Tar American Aprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











Ford, Bacon & Davis 
> “useuees Maginere “senses 


NEW YORK © PHILADELPHIA @ CHICAGO @ LOS ANGELES 











GILBERT ASSOCIATES, Inc. 


ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction Personnel Relations 
, : oh tent Reading @ New York @ Houston modu ein rn 
Feed Water Treatment Philadelphia © Washington Accident Prevention 
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PROFESSIONAL DIRECTORY (continued) 





FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS, FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 

Atlanta Knoxville Philadelphia 








—— HENKELS & McCOY —— 











Electric & Telephone Line Constrection Comp 
TRANSMISSION DISTRIBUTION CONTZXACTORS 


consTRDOTION MAINTENANCE PHILADELPHIA 
BALL FIELD LIGHTING Wilmington, Del. + Portland, Me. * Altoona, Pa. 
NOW WORKING IN FOURTEEN STATES 





























HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 





Tee hu lj Tent loxoouriion 


ENGINEERS : CONSTRUCTORS 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 











LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 
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PROFESSIONAL DIRECTORY (continued) 
N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING ¢ COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 


Besten 10, Mass. Washington, D. C. | 








Pioneer meine & Engineering Co. 


CONSULTING, DESIGNING AND y | SPECIALISTS IN 
OPERATING ENGINEERS | ACCOUNTING, FINANCING, RATES, 
PURCHASING \\ INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








SANDERSON & PORTER Sap 


ENGINEERS 
AND 
CONSTRUCTORS 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Ustslities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports——Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
ae Engineers 


Cran 
a aad 


‘eles: -y-*--- lnducteial Buildings 
Aiohy — 1 Reports, Valuations, Laboratory 


LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 











‘ork 121 SOUTH BROAD STREET PHILADELPHIA 7 231 S. LaSatie St., Crcaco 
BLACK & VEATCH A. S. sav E.ectric Co. 
CONSULTING ENGINEERS ontractors 
Appraisals, investigations and re- TRANSMISSION LiINES—UNDERGROUND Distri- 
ports, design and supervision of con- BUTION — Power STATION — INDUSTRIAL — 
struction of Public Utility Properties Com Soesnens. aunenes 
. 4706 BROADWAY KANSAS CITY, MO. 537 SourH DEARBORN ST. Cc 





EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building 





Indianapolis, Ind. 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








W. C. GILMAN & COMPANY 
Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York & 








UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - inspection - Research 
A Complete Service 


Boston - Chicage - Los Angeles - New York 
Philadelphia - Woonsocket 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


a BOSTON NEW YORK 





WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISI 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN 








JENSEN, BOWEN & FARRELL 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


never thought of floors in relation to earning power” 








“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 

of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let's look at the details—” 


Write for the simple facts — 
H. H. ROBERTSON COMPANY 


2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania 
Factories in Ambridge, Po., Hamil Ont., Eth e England 


Offices in $0 Principal Cities 6OQ8 World-Wide Building Service 





HERE'S WHAT THE ARCHITECT SHOWED 


Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre- 
cut. Two men can lay 32 sq. ft. in 30 sec 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 


Why Q-Floor keeps a building modern. 


The steel cells of Q-Floor are crossed over 
by headers for carrying the wires of every 
electrical service, regardless of how many 
new business machines may be invented. 
An electrical outlet can be established on 
every six-inch area. It requires but a small 
hole, takes literally only a few minutes. 
No muss with trenches. Tenants can have 
as many outlets, changed as often and 
located exactly, as they please. Such per- 
manently flexible floor plans keep a build- 
ing permanently modern. The exterior may 
grow old-fashioned, but with live arteries 
of power in the floors, the building its. 
will never be electrically outmoded. 
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